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Switzerland’s 
Appraisal of 
Devaluation 


By A. WILFRED MAY 


Mr. May reports favorable Swiss 
opinion of devaluation, but gen- 

eral view regards it as only first | 
step to restoration of currency 
convertibility. In Rome dispatch, 
he cites contradictory steps taken 
by Continental countries and as- 
serts trend is toward economic 
interventionism without realizing 
it. Points out basic difference 





from British Labor’s doctrinaire 
Socialism. 

BASLE, SWITZERLAND, Sept. | 

28—1In curing disparities, the cur- 





A. Wilfred May 


rent devalua- 
tion is a very 
important 
first stepinthe 
right direc- 
tion, is the 
considered 
opinion of im- 
portant ob- 
servers resid- 
ing inthis 
oasis of mone- 
tary strength, 
including 
officials of the 
Bank for In- 
ternational 
Settlements. 

But there 


must be prompt further steps of 
genuine planning, along lines of 


Belgium’s techniques, 


leading to 


general abrogation of exchange 


controls. 


It is believed currency | 
convertibility is possible in time | 


after restoring confidence and in- 


creasing sterling 


reserves 


(Continued on page 35) 
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Will Devaluation Close 


Britain’s Dollar Gap? 


By HERBERT M. BRATTER* 


Mr. Bratter reviews background of British sterling devaluation and 
analyzes probable effects on British economy. Holds dollar-earning 
capacity of Britain’s devaluation is not likely to permanently 
improve, and wages and prices in Britain are likely to rise. Cites 


London “Economist” 


estimate of required 21/2 times increase of 


United Kingdom exports to dollar area to fully close dollar gap, as 
well as this journal’s view devaluation is not solution to Europe’s 


_most urgent problem—the export deficit to 





U. S. sterling imports are for raw materials haying inelas 





The supposed purpose of Britain’s devaluation of sterling is to! 
— about an increase in exports and a decrease in imports, the! cession. 


dollar area. Points out 


ing inelastic demand,/ 





Near-Term Business Prospects 


By SUMNER H. SLICHTER* 
Lamont University Professor, Harvard University 


Maintaining, despite even course of business, there is a recession, 
Dr. Slichter points to decline of inventories and reduced industrial 
production. Foresees no resumption of postwar boom, and holds 
some time within next five years nation may go through difficult 
readjustment due to drop in demand for durable goods. Says im- 
mediate effects of currency devaluations on U. S. will be limited 
and concerned largely with shifts in world trade and reduced U. S. 


exports. 


Discounts effects of steel or coal strike and concludes 


immediate outlook is for business to continue at present levels of 
production and employment. 


I 
For virtually a year the country has been going through a re- 


It has been an unusual recession. Retail sales, for example, 


| combined effect of which will be to enable the country to pay its| have shown virtually no change, expenditures on plant and equip- 
| own way in its trade with the dollar area. While the devaluation of | inent have declined less than 5%, expenditures on construction have 
sterling w il 1o—-———-"—_———- 


have a ten-| 


we should do 
well to keep 
crossed for 
quite some 
time yet. It 
Wii 2s 
months be- 
fore the main 
effects can be 
appraised 
with any as- 
surance. In 
the first place, 
what is “England’s dollar short- 
age’? It is the shortage of the 
entire sterling area, the whole 
Commonwealth of politically affil- 
iated nations as well as others 
which maintain close 
(Continued on page 
*A statement by Mr. 
prepared for American University 





Herbert M. Bratter 
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Sept. 27, 1949, 
sion, 
Pound End England’s 


Shortage?” 
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dency to bring | 
about that de-| 
sirable result, | 


our fingers} 


financial | 


Bratter| 


television broadcast over Station | 
WMAL-TV in Washington D. C..,| 
in a forum discus- | 
“Will the Devaluation of the} 
Dollar} 


EDITORIAL 








As We See It 


Collective Devaluation vs. Competitive Devaluation 
For a long while past Britain and many other countries 


have been complaining of a 
have been saying that it was impossible for them to get) biles 
\their hands on enough dollars to pay for the goods and 


“shortage of dollars.” They 


services they had to have from this country. They have 
now sought relief in measures which will require them to 
pay more — in most instances, about 44% more — of their 
own currencies and, assuming no price changes, of their own 


goods, for each dollar they acquire in the future. 
/competitive devaluation of the ’Thirties, there has now been 
| substituted collective devaluation. 


For the 


Strangest of all, at least to the detached philosopher 
seated on Olympus, is the fact that all this has been 
done with the blessings of, not to say under strong and 
persistent pressure from, the Government of the United 
States and the two international financial institutions 
brought forth to promote, if not to establish, monetary 
stability! Furthermore, since nearly all of this long list 
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¢been = slightly 
larger than 
last year, gov- 
ernment pur- 
chases of 


goods’ and 
services are 
running more 
than 10% 


above last 
year, the sales 
of automo- 
are at 
record-break- 
ing levels. 
Even at the 
end of June, 
over 300 com- 
modities were 


subject to export licenses. 





Prof. S. H. Slichter 


These 


are not the usual characteristics 
of a recession. Nevertheless, there 
can be no doubt that the country 


(Continued on page 20) 





*An address by Prof. Slichter 
before the American Meat Insti- 
tute, New York City, Sept. 21, 


1949. 





State and 
Municipal 
Bonds 


Bond Department 
THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 














Colony, 





Subscribed Capital 





Reserve Fund 















NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, E. C. 

Branches in India, Burma, Ceylon, Kenya 

Kericho, Kenya, and Ade: 
and Zanzibar 

__.._£4,000,000 

Paid-up Capital____- 


The Bank conducts every description of 
banking and exchange business 
Trusteeships and Executorships 
also um@ertaken 


_£2,000,000 
_~-£2,500,000 





Underwriters and 
Distributors of Municipal 
and 


Corporate Securities 


OTIS & CO. 


Established 1899 
(Incorporated ) 
CLEVELAND 
New York Chicago Denver Dallas 
Cincinnati Columbus Toledo Buffalo 








PACIFIC 
COAST 
SECURITIES 


Members New 


BArclay 7-4300 
San Francisco 
Seattle 





Direct Wires 


DEAN WITTER & Co. 


York Siock kLrcuange 
San Francisco Stock Exchange 
Honolulu Stock Exchange 
Los Angeles Stock Exchange 
14 WALL STREET, NEW YORK 
Teletype NY 1-579 


Les Angeles 
Henolulu 





| Teletype NY 1-702-3 


CANADIAN 


BONDS & STOCKS 





Dominion SEcuURITIES 
GRPoORATION 


40 Exchange Place, New York 5,N.Y. 


WHitehall 4-8161 





| 


| 
| 


WOrth 4-6000 





New Orleans 


Public Service Co. 
COMMON 


Analysis upon request 


IRA HAUPT & CO. 


Members New York Stock Exchatige 
and other Principal Exchanges 


111 Broadway, N. Y.6 | 


Teletype NY 1-2708 
Boston Telephone: Enterprise 1820 














J 














2 





(1246) 






THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, September, 29, 494 














TRADING MARKETS IN 


Central Public 
Utility Corp. 512/52 





New York Hanseatic 


Corporation 
120 Broadway, New York 5 
BArclay 7-5660 Teletype NY 1-583 

















Specialists in 


Rights & Scrip 


Since 1917 


Mc DONNELL & (Co. 


Members 
New York Stock Exchange 
New York Curb Exchange 
120 BROADWAY, NEW YORK 5 
Tel. REctor 2-7815 











Continental Radiant 
Glass Heating Corp. 


Common Stock 


The new electrical radiant 
glass heating system. 


Bought—Sold—Quoted 


MERCER HICKS CORPORATION 


72 Wali Street, New York 5, N. Y. 
Telephone Dighy 4-5700. Teletype NY 1-2813 





{ 











American Air Filter Co. 


Common 


Black Star Coal Corp. 


Common 


Kentucky Stone Co. 
5% Preferred 





Tm BANKERS BOND =: 


Incorporated 
ist Floor, Kentucky Home Life Bldg. 
LOUISVILLE 2, KENTUCKY 
Long Distance 238-9 Bell Tele. LS 186 




















Wellman 

- 7” 
Engineering Co. 
BOUGHT — SOLD — QUOTED 


WM. J. MERICKA & CO. 


Incorporated 
150 Broadway New York 
Member Midwest Stock Exchange 
Union Commerce Building 
CLEVELAND 








Since 1932 Specialists in 


VIRGINIA—WEST VIRGINIA 
NORTH and SOUTH 
CAROLINA 


F. W. a 
CRAIGIE&CO. 


RICHMOND, VIRGINIA 
Bell System Teletype: RH 83 & 84 
Telephone 3-9137 














Taxation Impact on Public Utilities 


Comptroller, Consolidated Edison Co. of New York, Inc. 


Mr. Eble traces effects of current taxation in creating scarcity of equity capital and in impeding busi- 

ness expansion. Condemns double taxation of dividends and suggests methods of its elimination. De- 

scribes tax discriminations against public utilities and administrative burdens placed upon them. Con- 
demns electrical energy and transportation taxes as impests on human necessities. 


There has been a great deal of discussion and study devoted to the subject concern- 
‘ing the general effects of taxation. It is a coincidence that I have been working with a 
'committee of another association which has had under consideration this very subject in its 


STEINER, ROUSE & Cc 


| particular re- 
| lation to util- 
'ity financing. 
| I am divid- 
ing the subject 
matter of our 
discussion to- 
day into four 
| general fields 

(1) In the 
financial field 
much has been 
| said about the 
scarcity of 
equity capital 
and the un- 
derlying rea- 
sons therefor. 
‘How much of 
this scarcity is due to the impact 
of taxation; and, the extent to 
which public utilities may feel the 
brunt of this condition more than 


Charles E. Eble 


other industries is one of the 
points that we should consider 
today. 


(2) Another field which we can 
discuss to advantage has to do 
with the meaning of so-called 
“double taxation” of corporations. 
What is this subject all about and 
what are its pecularities in the 
utility field? 

(3) Perhaps the most important 
|tax effect, however, to utilities 
has to do with equality of taxa- 
'tion or rather the lack of equal- 
ity. Certainly, any discussion in 
the utility field having to do with 
the impact of taxation must in- 
clude this fruitful field for study. 

(4) Last but not least, one can- 
not lose sight of the unwhole- 
some, uneconomic and discrimina- 
tory taxes which are imposed on 
utilities and their customers. 

With these four fields in mind, 
let us proceed with our discussion. 





Searcity of Equity Capital 


The volume of plant construc- 
tion for industry in general during 
| the postwar period has been un- 
| precedented. American business 
| spent over $16 billion for plant 
| and equipment in 1947 and over 
| $19 billion during 1948. The De- 
| partment of Commerce estimate 
| for the 1949 volume of construc- 
| tion is $18% billion. This expan- 
sion has been financed to a large 
extent through retained earnings 
| (including depreciation, depletion, 
}and other income reservations); 
; to a lesser degree by the sale of 


| 


*An address by Mr. Eble before 
the Utility Industry Conference 
-at the Annual Meeting of the 
|Controller’s Institute, San Fran- 
'cisco, Calif., Sept. 28, 1949. 





By CHARLES E. EBLE* 


é 2 





debt securities (including deben- 
tures and bank loans); but only 
to a minor extent through the sale 
of preferred and common stock. 
Taking the year 1948 alone, only 
4.7% was from stock issues, addi- 
tional debt furnished 24.7% while 
retained earnings, etc., furnished 
70.6%. For reference, a chart has 
been prepared, Exhibit “A,” show- 
ing the total requirements for 
plant construction for all indus- 
tries, except agriculture, for the 
years 1939 to 1948 together with 
the sources from which the money 
was obtained. This chart also 
| shows similar figures for the gas 
| and electric industries alone. 
There are several differences 
between the utility results and 
those of industry in general that 
are of interest. For example, most 


of the money requirements for 
these utilities were obtained 
through debt financing rather 


'than from retained earnings, par- 
ticularly in recent years. In 1939, 
the utilities financed 91% plus of 
their requirements from retained 
earnings while this dropped to a 
low of 21.5% in 1948. During the 
same period debt financing rose 
from 7.1% to a high of 64.4%. 
Of course the unparalleled con- 
struction expansion program in 
recent years within the utility in- 
dustry required the obtainment of 
additional funds from_ sources 
other than internal operations. 
The financing of capital require- 
|ments through the flotation of 
common and preferred stocks uni- 
formly appears low both for pub- 
lic utilities and general business. 
However, the trend in the public 
utility field shows increasingly 
larger financing from this source 
during the past several years. 


The small amount of stock sales 
or so-called scarcity of equity 
| capital has been a matter of con- 
| cern to business leaders generally 
who urge the desirability of rais- 
| ing more of capital requirements 


Annual 


Gross Income Re 

(Married Person) —— 1929 
$5,000 $4,977 
10,000 9,865 
50,000 45,355 
100,000 84,395 
500,000 384,435 


It has been estimated that on 
annual incomes above $5,000, sav- 
|ings of 30% to 50% were realized 
|in the prewar period, whereas to- 
|day income taxes take $8 billion 
‘out of a gross income of $29 bil- 
lion for persons whose annual in- 
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through equity financing. Ajil 
agree that additional indebtedness 
incurred to finance expansion can 
be inherently dangerous. The 
memories of the great depression 
are too recent, with its’ train of 
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bankruptcy, foreclosure and re- 
ceivership, to let any one forget 
that too much debt may well be | 





the road to ruin. 
Reducing individual income 
taxes may appear to be one of th: 


obvious solutions for increasins | 
the attractiveness of equity se- 
curities. But the large and press- 


ing needs of the Fedeial Govern- 
ment under its present concept of 
administration preclude substan- 
tial tax reduction to individuals 
without alternative sources 0: 
revenue. To the present time, tc 
my knowledge, no acceptable sub- | 
stitutes for the present taxes on 
individual income have been de- 
veloped. For this reason the in- 
centive to increase stock owner- | 
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ship must be within the present 
framework of corporate and in- 
dividual taxes, and as a further | 





condition, apparently there can be 
no reduction in the total amount 
of revenue raised. 

Two general propositions di- 
rected toward the lack of equity 
financing have been widely dis- 
cussed. One is based on the 
theory advanced that the scarcity 
of equity financing was due large- 
ly to the lack of capital formation 
which in turn was caused by the 
impact of the heavy personal in- 
come tax rates im, the higher 
brackets. 

I do not wish to unduly burden 
you with figures, but in order to 
emphasize this point, let me give 
you some idea as to the extent to 
which potential savings of indi- 
viduals in recent years reverted to 
tax collector, Uncle Sam, by mak- 
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ing a comparison between the 
years 1929 and 1949 (after appli- 
cation of community property 
principle). 

mainder After Taxes 

—— —— 1949 —— 

~ $4,370 87% 

99 % 8400 84% 
91% 32,800 66% 
84% 53,600 54% 

77% 116,000 23% 

come exceeds $5,000 and _ that 


about 10% remains for possible 
savings. The decline in the abil- 
ity of the high income groups to 
save and use such savings in part, 
as heretofore, to invest in equity 
securities is obviously the result 
of large income personal taxes. 
Estate an@ gift taxes also have 
an effect on the disposition of 
| savings in that past accumulated 
savings were bequeathed intact to 
succeeding beneficiaries, whereas 





with the present estate taxes rang- 
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Constitution, in its general welfare clause, laid basis for his “Fair 
policies, and opponents are 160 years behind the times. 
Defends housing and educational aid measures. 


President Harry S. Truman, in a radio broadcast delivered in 
honor of “‘Democratic Women’s Day,” defended his “Fair Deal” wel- 
fare policies, comprised in his social legislation proposals, as being 
in line with the provisions and purposes of the Constitution and he 
condemned opponents to his po-®*® 


Deal” 


litical philosophy as being “160 


years behind the times.” 

The text of the _ broadcast 
follows: 

I am glad to 


speak to the 
women of, the 
United States 
on Democratic 
Women’s Day. 

As Pres 
ident, I know 
that women 





have an in- 
terest ,in the 
affairs of gov- 
ernment that 
goes far be- 
yond job 





4olding or 
partisanship. I 
know that 
women. are 
not misled by political slogans. 
They have learned that the real 
issues in political activity are the 
well-being of the country and the 
future of their families. Women 
lock beneath the labels to see 
the facts. 


President Truman 


It is my firm conviction that the | 


Democratic party offers more for 
the welfare of the country—than 


any other party or political group. | 


The Democratic party has a 


program. 
It is a program of practical 
measures. It is not a blueprint 


imposed from on high by a little | 


group of theorists. Neither is it a 
set of platitudes concocted by a 
| group of corporation lawyers in a 
smoke-filled room. Our program 
is an expression of the desires of 
the people. 


dodge issues or seek to gloss them 
over. We state them boldly. We 


tion to solve them. 


A Grass-Roots Program 


Our program consists of meas- 
ures which have come up from 
the grass-roots—of ideas and pro- 
posals that have been discussed 
and hammered out among unions, 
in farm groups, in city councils, in 


latures. Our program is as Amer- 
ican aS the soil we walk on. 

It is a 
founded on the principle that the 
power of government should be 
used to promote the general wel- 
fare. It is a program based upon 
the experience of the Democratic 
| party in using the power of gov- 
‘ernment to establish actual con- 
'ditions in which the people can 
achieve a better life for them- 
selves and their children. It isa 
program of what should be done 
and what our experience tells us 
|can be done. 

We have just heard, from the 
ladies present here, the view- 
| points of the farmer, the worker 
and the business man. It is in- 
| teresting to see how these three 
| points of view fit together. Each 





? 





‘products that farmers raise. Work- 
-ers cannot be prosperous unless 


| 


|total of the welfare of all the 
/groups in our country. 


|to see that the Federal Govern- 





The Democratic party does not | 


propose concrete and practical ac- | 


country boards and in state legis- | 


program unshakably | 


of these groups depends on the 
others. Farmers cannot be pros- 
perous unless industrial workers 
have good wages and steady em- 
ployment so they can buy the 


farmers have good incomes and 
can buy the things that industrial 
workers make. Business men 
cannot be prosperous unless both 
farmers and workers have the 
money to buy the things they sell. 

All groups in our nation depend 
On one another. That is what the 
‘term “general welfare” means. 
The general welfare is the sum 


Cites Constitution 


The Constitution was 
lished to “promote the general 
welfare.” Those are the words of 
its preamble. And that is the duty 
of our government. 

The Democratic party proposes 


estab- 


ment carries out this constitu- 
tional responsibility. We will do 
so in spite of the outcries of cer- 
tain people who say there is some- 
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DEVALUATION 
IS OLD STUFF 
WITH US! 


We’ve been buying devalued stocks 
and bonds for years on end —and 
some day they’re going to be our end! 
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thing alien or dangerous in the 


idea of a government that works | 
'for the welfare of all our citizens. 


Those ,.people are just about 160 
years behind the times. They 
want us to forget the language of 
the Constitution. 


We have some serious problems 
in this country today. If we are 
to continue to promote the gen- 
'eral welfare, we must devise mod- 
ern methods to solve these modern 
problems. 


One of our serious problems to- 
day is the fact that there are not 
enough good houses for our rap- 
idly growing population. The 
Democratic party is pledged to 
_work for good housing. The 81st 
Congress has just passed a public- 
housing bill to provide assistance 
in building homes for low-income 
groups. The 8lst Congress and 
the Administration are working 
out solutions for the home-build- 
ing problems of other groups. 
Since the 1948 election, and in 
spite of determined opposition, we 
have made great progress in the 
field of housing. We are going to 
keep right on making progress. 


We. are just as interested in 
good schools as we are in good 
houses. I think all of you know 
that many boys and girls are not 
getting the right kind of school- 
ing. There are not enough teach- 
ers, and there are not enough 
school buildings. Our schools are 


getting steadily more crowded. 
Women who serve on_ school 
boards and women who teach 


know that in many parts of the 
country better schools cannot be 
obtained unless there is financial 
assistance from the Federal Gov- 
ernment. 

This Administration has pledged 


(Continued on page 35) 
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Some Rules and Other Advice 
In Security Salesmanship 


By KELSO SUTTON* 


In second salesmanship talk, Mr. Sutton discusses methods of planning day’s work. Warns against 
getting into traditional rut and points out there is a ratio of sales to calls, if properly planned. Advises 
against being a “long-winder” and urges politeness and care in solicitation. Lists among other 
“don'ts,” don’t argue, don’t bluff, don’t talk to one customer about another, and don’t misrepresent 
yourself. Stresses value of efficient and intelligent counse! in stock salesmanship and cautions against 


“‘overselling.” 


Advocates indirect presentation to client. 


We are going to continue with our discussion of General Selling Principles today. The 


next one to be taken up is 
or your day’s 
work, be sure 
that you cov- 
er every part 
of your po- 
tential mar- 
ket. 

A lot 
salesmen get 
stuck in ruts 
after they 
have been 
working for 
a while. They 
go up the 
same old 
streets, they 
hit the same 
old towns, or 
they hit the same accounts con- 
tinually and in that way they fail 


of 





Kelso Sutton 


to cover their complete market. | 


One of your important factors in 
obtaining business is the number 
of calls that you make, and where 
you make them. 


Now, you will remember that 
we talked, last week, about a fel- 
low making 20 calls a day and 
that totaled up to 5,000 calls a 
year. Probably, each one of you 
has a different set of circum- 
stances as far as the number of 
calls is concerned but at some 
time you ought to sit down and 
ask yourself what would be the 
correct number of contacts for 
you to make per day. Set yourself 
a quota to make that many. 

There is a law of averages that 
applies to selling: Even if a man 
were not too good a salesman, if 
he made enough calls, consis- 
tently, provided he is selling any- 
thing that the market wants, the 
law of averages is going to bring 
him a certain amount of business. 

In any salesman’s work there is 
a ratio of sales to calls. Of course, 
the effectiveness of your selling 
work during a solicitation deter-| 
mines how favorable that ratio is 
to you. But the first important 
point for any salesman to make) 
sure of is that he is making 
enough calls. There is another 
consideration in the matter of 
planning the number of calls and 
covering your market: A lot of 
fellows like to make their calls in 
offices where there is a fine rug 
on the floor, where there is plush | 
furniture about, and they are re-| 


*Stenographic report of lecture, 
given by Mr. Sutton, second in| 
series on Investment Salesman-| 
ship sponsored by the Investment 


“Covering all your ground.” 


| prospects. 


| ing 


' them? 
'that approach. 


Riicieati 
luctant to get off the beaten track 
and go down the side streets try- 
ing to dig up some new business 
of their own where the circum- 
stances may not be as pleasant. 

Today, there are a number of 
business establishments that are 
not on Fifth Avenue or Wall 
|Street or Lower Broadway, al- 
| though they represent attractive 
In the first place, a 
lot of the really good companies 
are not able to get the office 
space where they want it. In the 
second place, there are other 
| companies that are making plenty 
| of money, and individuals work- 
ing for those companies, certainly 
potential investors, who are lo- 
cated in the by-ways of the city. 

There was a story published a 
while ago about one of the big 
|investment houses in this section 
that received a letter from some 
dismal location. They sent a rep- 
resentative to call and he had to 
walk up about four floors in the 


tenament district. He came away | 


with a sale of many thousands of 
dollars in investments, and if you 
would look at the house you 
would never believe the tenants 
had any money to invest. 

The point is that you should 
not allow yourself to get stuck in 
any kind of a traditional rut in 
your business when you say to 
yourself, “Where am I going to 
go to make calls.” 

Another general point all sales- 
men should remember is that sell- 
is not a military campaign. 
There are so many sales managers 


who, when they talk to their sales- | 


let’s 
firing 


men, say, “All right, boys, 
get out there on the old 


line today and mow them down!” | 


Well, who are you going to mow 
down, your customers? Are you 
going to shoot at them and destroy 
You certainly are, 
It is an old-fash- 
ioned attitude to use expressions 
such as “firing line” and “target,” 
and that sort of thing, when you 


with | 


are thinking about your customers. | 


That is not the correct way to 
regard the people with whom you 
wish to do business. 

You are bringing a service to 
your customers and you wish to 
be their friend. 

I have a few negative state- 
ments to make, 
endeavor there are certain things 
that should not be done, and here 


Association of New York, New sare a few of them. They are com- 


York City, Sept. 22, 1949. 
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|mon sense rules: 


| Don’t Be a “Long-Winder” 


the refrigerator and says, “Isn’t 


_nicely it closes,” and “Den’t you 


In this line of | 


| who will get the business. 


his solicitation, and fit it into the 


The first one that every sales- | 
/'man should observe is not to be) 


long-winded. There are a lot of 
them within the ranks of selling, 
|but they don’t get a lot of busi- 


|ness. A lot of people do not-know | 


how to develop their terminal fa- 


'cility. They don’t know when to/| 


quit, 

| In the first place, if you talk too 
'much you wear your customer 
down. You may wear him down 


that the general buying public is 


| to the point where he doesn’t have | 


| the energy left to take part in the 
conversation, to take his own part, 


to express his interest in what you | 


have to sell. There is a depletion 
of physical energy on his part by 
your talking at him so fast and 
so long. 


That is one reason that you 


| are not interested in, anyway. 


“Yes, I'll buy it!” A lot of sales- | 


men keep talking so fast and so 
long that they don’t give the fel- 
low a chance to say that he will 
buy what you are trying to sell 
And a lot of salesmen who 
long-winded do a lot of talking 
but they don’t say much. 

There is a distinction between 
just talking and actually saying 
something that has some bearing 
on the sales solicitation, so just 


check yourselves once in a while | 
as far as the volume of your ver- | 


bal delivery is concerned and al- 
ways ask yourself, “Is what I am 
saying pertinent to the solicita- 
tion that I’m making?” 

There is such a thing as re- 
pressing people. We don’t like to 
feel repression against us. Mothers 
repress their children by continu- 
ally saying don’t do this, or you 
musn’t do that, or put that down, 
and don’t play with that, and very 
often adults who have been sub- 
jected to a lot of that sort of re- 
pression when they were young 
have a hangover and they 


ticularly do not like to be re- 


When you plan your week’s work, | of their communiti 


are | 


} 
j 
j 
; 
| 





Erasing Mysteries of Trust Services 


By EDWARD M. HEFFERNAN 
Trust Officer, Ann Arbor Trust Company 

Ann Arbor, Michigan 
Midwest trust officer enumerates and clarifies the many services 
corporate trusteeship offers public. Says trust companies have come 
to realize more and more their obligations to their communities. 
Stresses value of estate planning and living trusts and defends 

common trust funds. 


The term, “Trust Services,” gradually is coming to be understood 
and appreciated by a great number of people. 


In most sections of 


the country trustmen have done much to bring to the residents 


trust 
rangements. 
The Life In- 
surance com- 
panies and Bar 
Associations, 
in many in- 
stances, also 
have contrib- 
uted immense- 
ly in inform- 
ing their cus- 
tomers and 
clients, respec- 
tively, of these 
advantages. 
And more and 
more people 
are learning 
'from their own experiences, and 


| ol 





Ed. 


M. Heffernan 


|those of relatives and friends, 
how much time, money, effort, 
worry and grief can be saved 


through having good estate plans 
involving the services of a cor- 
porate executor and trustee. 


The principles of trusteeship, as 
exemplified prominently by cor- 





par- | 


porate institutions, have demon- 
strated how well an estate may 
be preserved for a widow and 


pressed by people in their business| children; how the education of 
R 
or social life. | 


Now, if a salesman goes in and | 
talks too hard, too fast, and too 
long to a person he might bring 
up within that person’s mind this 
ieeling of repression and what 
that man is going to do is to get 


rid of you just as fast as he can. | 


Remember that the function of 
selling werks two ways: the sales- | 
man contributes something, and | 
the buyer contributes something. 
The buyer has a definite role to 
take in the transaction and you | 
must give him his opportunity to 
take his part. If you dort it is} 
all one-sided and you are not 
going to make out very wel) in 
your selling work. 


“What to Say” 
The selection of what you are to 


| 


children can be provided; how 
security in old age can be as- 
sured; and how any type of asset 
can be safeguarded and protected 
through continuous and experi- 
enced supervision. “Trust Serv- 
ices” aiso have been popularized 
through the increasing number of 


appointments which banks and 
trust companies are receiving as 
executor under wills. Their ma- 
ture, sober, impartial and human 
administration of estates, large 


and small, is receiving recognition 
by people across the nation and, 
as the results become better 
known, there is bound to be a 
greater demand for this phase of 
“Trust Services.” And I am not 
referring to any one group or 
class. I mean literally every per- 


| son in this country, as everyone— 
|rich or poor, black or white, young 


say is also very important. Sales-| or old—has need for one or more 


men who try to sell refrigerators 
to women by discussing the tech- 
nical points of refrigeration may 
not get anywhere at all, but the 
salesman who slams the door of 


that a lovely door, you see how 


like the nice finish of this refri- 
gerator,” the salesmen who talk 
ubout simple things of that nature 
to such customers are the ones 


Every salesman must decide 
how technical he is going to make 


knowledge level of the person he 
is talking with. One of the most 
successful automobile salesmen is 
the man who never lifts up the 
hood of the automobile. He talks 
about the finish of the paint, and 
he talks about the upholstery and 
the dashboard, and points that 
are very superficial, as far as the 
mechanics of the automobile are 
concerned, but they are the things 


attracted by, so don’t bog down 
your customers with a lot of tech- 
nical talk about securities that 
they can’t follow and that they 


of the services of a trust insti- 
tution. Just think of the many 
services which we have to offer: 


As 


As 
As 


Estate Planner 

Executor under a Will 

Administrator of estates 

where there is no Will 

Trustee under a Will 

Life Insurance Trusts 

Trustee under Personal Liv- 

ing Trusts 

Agent and Custodian of in- 

investment holdings 

Guardign for the estates of 

minors 

Conservator of estates of in- 

competent persons 

Escrow Agent 

Fiscal Agents for corpora- 

tions 

Trustee to secure bond issues 

Stock Transfer Agent and 

Registrar for stocks and 

bonds 

Dividend Disbursing Agent 

and as Paying Agent 

Complete Real Estate and Mort- 
gage Services 

Safe Deposit Boxes 


The basis of all “Trust Serv- 
ices” is investment. It is on this 
basis that we must sell most of 
our services. When talking with 
most prospective customers, trust- 


and 


As 





“Don’t Be Impolite” 


Perhaps this next “don’t” is one 
that requires no mention here but 


|shouldn’t talk too long. Another| we'll mention it, anyway: Don’t 


|reason is that if you do all the 
talking, when is he going to say, 





be impolite. Now, it is true that 
(Continued on page 22) 





| 
| 
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men have found that the invest- 


ment phase is of utmost impor- | 
tance to them. People want to 


know what they can expect of us 


iin the handling of their own funds, 


es the advantages to b 
ar-©@ 


. —— 


e obtained from the use 








regardless of our capacity. Until 
we can prove to the public that 
our investment results will meet 
with their satisfaction, it is quite 
likely that “Trust Services” are 
going to lag in popularity. 


Obligations to Community 
During the 


past decade, par- 
ticularly, trust companies and 
banks with trust powers have 


come to realize more and more 
their obligations to their commu- 
nities. After all, these financial 
institutions are quasi-public, as 
all of them are chartered by Fed- 
eral or State governments and are 
supposed to be rendering vital and 
necessary services to the residents 
of communities in which they are 
located. Otherwise these govern- 
mental bodies would not have ap- 
proved, nor would they continue 
to condone, their existence. They 
exist only for the benefit and use 
of all of the people—that is their 
purpose of being in operation 
today. If this is true, why are 
they not better patronized? Why 
is it that people still encounter 
such great losses of their prop- 
erty, that estates are dissipated, 
that they remain ignorant of these 
“Trust Services” which are avail- 
able to them? In part, it is the 
fault of the trustmen themselves. 
They knew, as did the govern- 
mental bodies that their services 
were a “must” to the people of 
the country. But for many years 
they neglected to inform the peo- 
ple, in an intelligent and compre- 
hensive manner, what they actu- 
ally could do for them. They took 
too much for granted. 

Along came the boom of’ the 
’20s, followed by the historical 
“bust” of 1929. Even our young- 
est generation is well informed 
about that era because politicians 
of every ilk continue to use it for 
their own selfish ends. Neverthe- 
less that period served to weed 
out the weak and marginal oper- 
ator in the trust field, the same 
as it did in every other industry 
and profession. Laws were passed 
subsequently by our State and 
Federal Legislatures which 
strengthened every part of our 
economic society—the Federal De- 
posit Insurance Corporation cov- 
ering bank deposits, the Public 
Utility Holding Company Act cov- 
ering the operation and financing 
of all types of utility companies, 
the Wagner Act regulating both 
capital and labor, the Federal In- 
vestment Act regulating invest- 
ment companies, the Anti-Branch 
Banking Act in Michigan prohib- 
iting extensive establishment of 
branches by larger banks, and the 
Federal Securities Act which reg- 
ulated the commodity and stock 
exchanges throughout the coun- 
try and gave us the first sem- 
blance of standardization in in- 
vestments. All of these regula- 
tions, as well as many others, 
tended to benefit trust institutions. 


| In fact, we all learned much from 


the 1929 era. But isn’t that what 
has made our country the strong- 
est in the world today? As an 
aftermath of that period, banks 
and trust companies started pro- 
grams to educate the public about 
their business. Yet even today 
there still are prejudiced, igno- 
rant and narrow-minded people— 


plus the usual number of cranks 
and crackpots—who do not and 
probably never will appreciate the 
(Continued on page 31) 
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For the country as a whole, over-all industrial output the past 
week continued the rise of recent weeks, but at the same time it held 
moderately under the high level of the corresponding period one 
year ago. 


_ Reports for the week ended Sept. 3, covering latest. available 
figures, show a drop in total claims for unemployment insurance 
of 3%. They, however, remained appreciably above the level of the 
like period in 1948. Initial claims, on the other hand, dropped nearly 
5%, to a new low since November, 1948. 


The coal strike and threats of a walkout in the steel industry 
were not without their depressive effects on steel production the 
past week. Steel producers and the CIO United Steelworkers re- 
sumed negotiations with steel management in an attempt to bring 
about an agreement before the union’s Oct. 1 strike deadline. 


At least 11 separate bargaining sessions were held in eight cities. 
The same report emerged from practically all the meetings—that 
they were “cordial and exploratory.” All were recessed until Mon- 
day of the current week. Companies which conferred with the CIO 
group included U. S. Steel, Jones & Laughlin, and Crucible in Pitts- 
burgh; Bethlehem in New York; Republic at Cleveland; Inland at 
Chicago, and Youngstown Sheet & Tube and Sharon Steel at Youngs- 
town. The big issue to be resolved is whether or not the companies 
are to bear the entire cost of social insurance and pensions for the 
workers. 





% 
In wholesale field the past week the volume of orders for ap- 


parel rose somewhat with demand for juvenile apparel generally 
brisk. 


A combination of Christmas ordering and back-to-school re- 
orders raised the volume of both popular-priced and higher-priced 
merchandise. 


The wholesale volume of foods remained at somewhat the same 
level as the preceding week. 


A moderate dip in the demand for cotton gray goods reflected 
buyers’ concern over possible future price fluctuations. The purchase 
of carded broadcloth rose moderately and increased ordering in the 
wool market was somewhat curtailed by apparent shortages of some 
woolens and some worsteds. Interest in yarns increased as many 
operators were preparing for the seasonal increase in the demand 
for apparel. 


New orders continued to increase the past week for practically 

all types of housefurnishings. 
a: * a 

The number of companies filing new business charters during 
the month of August showed an increase over the July rate, and 
for the first time in 20 months displayed a rise, though slight, over 
the corresponding month of the previous year, states “Dun’s Review.” 
New business incorporations last month numbered 6,828, against 
6,424 in July, and 6,723 in August a year ago. 


Compared with the July record, charterings in August were 
mere numerous in 31 of the 48 states, while 26 states, or stightly 
ever half of the total, showed increases over the August, 1948, 
level. 


The aggregate of new company organizations during the first 
eight months of 1949 reached a numerical total of 57,135, comparing 
with 68,651 during the similar 1948 period, or a decline of 16.8%. 


% % % 


2%: %: 


The August total of commercial and industrial failures was 13% 
higher than that of the previous month. Numbering 810, business 
casualties were 85% more numerous than in August, 1948; more 
concerns failed than in any other August since 1941. ‘‘Dun’s Failure 
Index,” adjusted for seasonal variations and extended to an annual 
basis, rose to 38 per 10,000 concerns in operation. 


This rate, a postwar peak, compared with 22 per 10,000 in 
August a year ago and 71 in the similar month in 1940. 


Liabilities in August were the largest since April, totaling 
$31,175,000. This was more than twice as large as in the same month 
of 1939. Liabilities were at the highest level for any August since 1933. 


STEEL OPERATIONS FOR CURRENT WEEK CURTAILED BY 
STEEL STRIKE THREAT 


In dollars and cents, steel firms and the union were not far 
apart as they resumed negotiations this week, according to “The 
Iron Age,” national metalworking weekly. It is also possible that 
the significance of Russia’s possession of the atomic bomb might seep 
into the negotiating sessions this week and tend to reduce the 
chances of a strike. 

In the face of an urgent need for cooperation, steady output 
and a healthy economy this could be the agreement clincher. It is 
certain that government pressure to avert a tieup will be intensified 
as soon as it becomes clear that a steel strike would be a threat to 
national defense, this paper asserted. 


Obstacles to American Capital 


By EMIL SCHRAM* 


President of the New York Stock Exchange 


Extolling courage and leadership of Sir Stafford Cripps in devaluing pound, as well as joint formulation 
by American and British leaders of international economic plans, Mr. Schram urges similar courage and 
insight in conduct of domestic affairs. Though approving investing American funds abroad, points out 
risk capital everywhere is choked off by swollen budgets and heavy taxation. Reiterates slogan, 


“Equity for Equity Capital.” 


Events of the past few days have furnished an inspiring example of leadership and 
proof that even in the field of finance, where men seem to be almost wholly in the grip 
of unyielding forces, courage and insight still count. Sir Stafford Cripps was big enough 





w reverse 
nimself, to his 
obvious great 
embarrass- 
ment, and our 
Secretary 
of the Treas- 
ury, John 
Snyder, was 
big enough to 
insist upon 





@ 
w 


ever, will accelerate the trend 
toward further technological im- 
provement and the application of 


are unadorned facts to which 
neither blame nor praise should 
be attached. In principle, I am 
vast amounts of added capital.| whole-heartedly in favor of all 
More and more goods and lower! our efforts to reduce our tariffs; 
prices are the means by which to| but the limitations on the changes 
restore and maintain a balance. | that can be brought about in our 

I cannot, as a responsible citi- | international balance of accounts 
zen, use the word “devaluation”|in this direction are very real 


in this talk at the present time 


the healing, without underlining some of the 


corrective 


'causes that have lead unmistak- | 


because we are so largely self- 
contained. 
Our problem is more difficult 


value of real- 
ism. 

When Au- 
tumn comes, 
we cannot 
help but think 
OL wne year-end and of what 1950 
may bring. As you know, I am 
not an economist. There is noth- 
ing rare in that, except that 1 
seem to be one of relatively few 
in my awareness of the fact. Get- 
ting around and talking with 
representatives of various indus- 
tries, however, I am struck with 
the intense desire for a period of 
balance and of stability. A year 
ago, the economy was suffering 
from inflation jitters, and earlier 
this year when the unemployment 
curve was moving up as steadily 
as food and other prices had in 
1948, we had a spell of deflation 
jitters. While we all realize that 





Emil Schram 


able in a dynamic economy, busi- 


would be so helpful as a period of 
balance. Piece-by-piece adjust- 


upsetting the applecart. 
Let me illustrate what I mean 
by balance. Prices of farm prod- 


perfect equilibrium is unattain-| 


ness recognizes that nothing | 


ments could then be made without | 


‘ably to devaluation. It was the because the dominant role in the 
inability or unwillingness of the| world economy has been thrust 
British Government—and other|upon us so quickly, and the 
governments for that matter—to| world’s needs are so vast and 
cope firmly with the problem of | urgent. As I see it, the extent to 
costs and production that brought | which higher imports, not accom- 
them to the impasse from which | panied by a corresponding higher 
they are now trying to escape.|volume of goods leaving our 
The realignment of other curren- | shores, can act as a constructive 
cies with our dollar must mark | force is limited indeed. The flow 
the beginning of a rough and/|of capital abroad in various forms 
difficult road of economic read- | Can be the greatest contribution 
justment if we are to look back , Of the United States. The United 
and hail this operation with ap-| Nations’ ‘World Economic Re- 
proval. port” contains the following sig- 
Swollen budgets must be cut; | ificant statement, and I quote: 
the wage line must be held; costs “It would be difficult for indus- 
must be kept in line and produc- | trial Europe, under any circum- 
tion increased, even if it requires| stances, to build up an export 
lengthening the work-week at| balance to the under-developed 
standard wages. This is the for-| countries large enough roughly to 
eign pattern as I see it, and this| offset its import balance with 
can be the pattern here at home| other areas, or for the under- 
in the course of the coming sev-| developed countries to shift their 
‘eral years if we do not recognize present import balances with the 
the weaknesses in the socialistic) United States to a heavy export 
trend, the aftermath of the war. | balance, In fact, in the majority 
Only our vast resources have en-|of both war-damaged European 
abled us to lend the willing aid countries and the under-developed 
countries outside Europe, the 
urgency of rehabilitation and de- 
velopment calls for investments at 














| we have to the outside world dur- 
'ing this difficult time. I fail to 
|see on the horizon any source of 


similar aid to us in the event we 


ucts reached a peak’ early in 1948 falter 


when the American farmer was | 
still attempting to meet the un-| 


satisfied demand of a world hun- | Investment and Taxation 


‘a rate well exceeding that before 
the war.” 

The report then goes on to say 
that these countries would benefit 


gry for food and other farm prod- 
ucts. More recently, however, the 
farm problem has returned to 
more familiar lines. Farm re- 
ceipts for the first nine months of 
this year are expected to be down 
to about $18.8 billion, or 11% less 
than a year ago. 


The farmer is wondering 
whether the same number of 
bushels of wheat or bales of cot- 
ton will continue to buy a Chev- 
rolet or a Plymouth, or a Chrys- 
ler or a Cadillac. Already the 
spokesmen for both political par- 
ties are planning for 1950. New 
parity plans are a sure crop. 
Parity has been the goal of na- 
tional farm policy for upward of 
20 years. Various 
have been followed, but, as you 
know, the basic idea is to give 
agricultural commodities a pur- 
chasing power with respect to the 
articles farmers buy, equivalent to 
the purchasing power of agricul- 
tural commodities in a base pe- 
riod. In the past year, the trenc 
has been against the farmer fo! 
the reason that, while all com- 
modity prices have fallen, farr 





British devaluation of the pound should prove an added incen- 


tive to settle domestic labor disputes quickly. A work stoppage now | 


would cut into iron and steel exports and part of the business would 
be lost to European competitors. It might be hard to get back. 


Most steel companies are willing to give 4¢ an hour for social 
insurance; a few have offered 6¢ an hour for pensions and none 
has flatly rejected the possibility of a 6¢ per hour pension payment 
or argued that employees should match the company contribution. 
As steel workers grew restless in some areas the solution needed was 
a compromise on the contributory vs. non-contributory issue, the 
trade paper noted. 

If major steel firms agree to pay a total of 10¢ they will have 
come much further than was first thought. Phil Murray was said 
to be afraid the rank and file would balk at any payment beyond 
the 4¢ and 6¢ because of lowered take-home ~y. 


(Continued on page 27) 








prices have fallen at a rate abou‘ 
twice as fast as manufactured 
| goods, One of the ways of restor- 
ing balance in this importan‘ 
relationship is a gradual further 
reduction in the price of manu- 
factured goods. Devaluation 0* 
the pound sterling and other for- 


|the pressure on finished goods 
prices in this country. This, how- 





*Address by Mr. Schram before 
the 306th Regular Meeting of the 
| National Industrial Conference 


| 1949. 


approaches | 


eign currencies will contribute to, 


In the last analysis,| Board, New York City, Sept. 22, 


from a resumption of the inflow 
of foreign loans and direct invest- 
ments. Undoubtedly, this is true, 
but in their testimony in hearings 
before the Senate Committee on 
Banking and Currency, held only 
last month in connection with a 
bill to implement the President’s 
Point IV, both the Secretary of 
the Treasury, John Snyder, and 
Winthrop Aldrich, Chairman of 
the President’s Advisory Com- 
mittee on Foreign Financial 
Problems, pointed out one of the 
great difficulties. They referred 
to the little incentive to invest 
abroad because of the small dif- 
ference between domestic and 
foreign yields and the high re- 
turns available on American equli- 


(Continued on page 26) 


Now, as much as we try to get 
away from them, the subjects of 
investment and taxation bob up 
at every point in the international 
trade crisis and general economic 
outlook. I am as eager as anyone 
to see the gap between our mer- 
chandise exports and imports cut 
down from the recent annual rate 
of roughly $6 billion. In all like- 
lihood, the gap will tend to nar- 
row. I question. seriously, 
however, the soundness of the 
|analogy that is so often drawn 
between Britain in the Nine- 
teenth Century and our position, 
because Britain imported such 
materials as cotton, silk, grains 
land other foodstuffs, and was 
never nearly as self-sufficient as 
These 








|is the United States today. 
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Cross-Winds and Currents in Business Outlook 


By JOHN S. SINCLAIR* 


President of the National Industrial Conference Board 


Mr. Sinclair, asserting despite relief from threatened downward pressure of business, we still face uncer- 

tainties, enumerates current cross-winds in business outlook. Says prevailing “recession is unique in 

that stability of income and extraordinary high ra‘e of consumption is maintained, but warns price 

structure still is suspended is stratosphere. Attacks “do everything program” of Administration and 

illusion that income, originated and distributed by government, can sustain or improve nation’s eco- 

nomic health. Deplores prevailing undercurrent of economic strife and discord, and calls for more 
emphasis on cooperation of social development. 


The first year of recession is nearly over, for it was last October that our physical 
Then it began to fall — at first slowly, then with acceler- 


production reached the crest. 
ating speed. The 
But they were® 
disappointed. 
We had 
paused to 
catch our eco- 
nomic breath, 
to get our 
second wind. 
Certainly we 
had not col- 
lapsed. The 
coming of the 
recession, if 
that’s what it 
was, surprised 
almost no one 
—if anything, 
it had been 
overdue. But 
still there had been certain mys- 
teries about it. It was coming, that 
was certain, but what would it be 
like? How long would it last? 

And even now that we have. 
begun to feel relief from the im- 
mediate pressure, the same per- 
sistent questions present them- 
selves. Azain we face uncertainty, 
and while there is consoiation in 
our confidence in the ability of 
our human and material resources 
to withstand whatever comes, w®& 
would still like to know what it 
is that is coming. We would like) 
to know what to expect of the 
future. 

Unfortunately, there is no single 
key to these economic mysteries, 
but rather myriad forces and in- 
dicators. We can find no control- 





John S. Sinclair 


ling fixed point from which to 
orient ourselves. Everything is 


moving and dynamic. And some 
factors move erratically and un- 
predictably. 

Let me borrow an illustration 
from my favorite recreation 
sailing. A navigator, uncertain of 
his position, can by shooting the 
sun, or by observing the stars, or 
by consulting his charts and 
known points, find out precisely 
where he is. More than that, he 
can allow for wind and current 
and predict accurately a future 
position. But our probiem is not 
so simple. The fogs and mists of 
ignorance and misunderstanding 
make it difficult to shoot an eco- 
momic sun or observe the eco-| 
nomic stars. Without the means 
of ascestaining our economic lati- 
tude and longtitude we run the 
risk of being driven onto danger- 
ous shoals by the gale ridden seas 
of drift and chance. 

Were we observing a system of 
nature, our problem would be 
simpler. But the forces that com- 
prise what we call our economic 
system are human forces. The 
laws that adjust and correlate 
them have not been permitted to 
function freely for a long time. 
This system, if it can really be 
called a system, has become polit- 
ical as well as economic, and the 
business executive has been forced 
te widen the scope of his concern 
beyond the particular problems of 
his own enterprise. He must keep 
a weather eye on his local govern- 
‘ment,.his state capitol, on Con- 
gress and on a host of depart- 
ments and agencies. 

Nor can the executive stop here. 
He must remain aware of inter- 
national conditions in their com- 


*An address by Mr. Sinclair be- 
fore the 306th Regular Meeting of 
the National Industrial Confer- 


ence Board, New York City, Sept. 
22, 1949. 


Kremlin, watching us anxiously, smiled in grim anticipation of a collapse. 








plexities — the matter of gifts, 
loans and adjustments in his for- 
cign markets. He and his fellow 
citizens have been reelected to 
cerve an indefinite term as the 
arsonal of democracy. And now 
Mr. Bevin tells him—rather un- 
necessarily, 1 suspect — that the 
world-wide problem of the Wel- 
fare State has become his problem 
as well. 

These are the cross-winds and 
currents that may carry us far 
away from our intended destina- 
tions. Ana that is why they de- 
mand careful consideration. 


Unique Among Recessions 
The current recession has been 


‘something of a curiosity. Certain 


of its aspects make it quite unique 


/among recessions. 


In the first place, the flow of 
income has scarcely changed since 
the slump’s onset. Judged by the 
criterion of income alone, this is 
the most prosperous recession in 
our history. In June of 1948 total 
personal income was Officially 
estimated at $213.4 billion. In 
June of this year it was exactly 
the same. Income of farmers has 
cdeclined, but this was completely 
offset by a rise in nonagricultural 
income, mostly in wages and sal- 


aries. Income declined again in 
July but the total for the first 
seven months of this year was 


fully $4 billion greater than a 
year earlier. ; 

This stability of personal in- 
come is a marked departure from 
any past recession. In the 1937- 
1938 depression, income fell by 
fully 10%. In 1920-1921, the de- 
cline was far more severe. 

The politically-handy conclu- 
sion that this recession is due to 
lack of income, lack of purchasing 
power, or maldistribution of in- 
come finds little support in fact. 
Yet this is the central argument 
that has been advanced to justify 


,}a fourth round of wage increases. 


Our national income, the average 
income oj the lower and middle 
income groups, and even hourly 
wage rates in dollars, would have 
been regarded as impossible only 
a decade ago. 

There was another unusual 
feature. The stability of income 
has been accompanied by an ex- 
traordinarily high rate of con- 
sumption. Consumers as a whole 
have not stopped buying. Par- 
ticularly where price readjust- 
ments have given them better 
values, they have continued ito 
consume. So far, the recession has 
shown itself primarily in the re- 
adjustment of our product-mix to 
a more normal peacetime pattern 
of production. This has !ed to the 
liquidation of over-priced com- 
modities and unbalanced inven- 
tories, then to declines in employ- 
ment in industries where this re- 
shuffling has been taking place. 

Popular reports notwithstand- 
ing, these employment declines 
have not been severe. Assuming 
a normal labor force of about 60 
million, we can anticipate an 
average labor float of 3 million, 
or about 5%. Seasonal influences, 
youngsters seeking vacation jobs, 
tor example, can increase this 
total about a million. But this 
summer, when this seasonal force 
was most active and unemploy- 
ment was about 4 million, the 
development was widely con- 


sidered as significant as the pro- 
longed chronic unemployment of 
a decade ago. 

An important by-product of the 
recession has been the revival of 
interest in certain submerged eco- 
nomic series. The controversy 
over the severity of unemploy- 
ment, for example, has made nec- 
essary a review of the problems 
of measurement and interpreta- 
tion in this area. Estimates up to 
nearly twice the official figures 
were published by some of the 
labor journals to influsnce public 
policy toward expanding relief 
provisions, 

One of the Conference Board’s 
round tables this afternoon was 
set aside for a balanced discussion 
of this problem by representatives 
of labor, industry and govern- 
ment. The points at issue in the 
techniques of measurement will 


emerge in these and similar dis- | 
for | 


cussions. But, the 
public education in the meaning 
of unemployment statistics will 
remain. 

These then are unusual symp- 
toms of Our recession—the main- 
tenance of a high income flow, 
unemployment, little greater than 
the usual labor afloat, and a high 
consumption level cushioning a 
period of readjustment in produc- 
tion. 

The inventory - vacuum arising 


necessity 


from this pattern of low-level! 
production and high-level con- 
sumption began to exert an up- 


ward pressure well before its end 
results were apparent in the de- 
clining unemployment and rising 
production recently reported. Re- 
tail inventories have been reduced 
both in dollar amount as well as 
in relation to sales. In addition 
the burden of inventories has been 
steadily shifted back to the fabri- 
cating stage. 
more familiar pattern of inven- 
tories. New orders in manufactur- 
ing advanced by about 8% as 
early as May and June, perhaps 
the first significant forerunner of 
upturn among our navigation 
equipment of economic indicators. 
This rise in new orders occurred 
in most lines and, in some, sur- 
passed prevailing rates of opera- 
tion, 

Most of those who challenge the 
present market determination of 
price are inclined to dismiss the 
recent wrice decline 
token adjustment. 
that chaotic or disorderly price 
correction could still touch off a 
whole series of unfavorable chain 
reactions On payrolls, employment 
and national income, as witnessed 
by the 1920-1921 pattern. This 
time the process of feeling out the 
market and developing new price 
lines and patterns, while clearing 
the warehouses or shelves of over- 
priced items—unwanted at their 
original asking price—appears to 
be succeeding. 

But how significant is this suc- 
cess? Was not this only a rela- 
tively minor adjustment? Perhaps 
we have been inclined to exag- 
gerate this slump. Until the re- 
cession gained momentum, there 
was little dispute over this na- 
tion’s basic and immediate short- 
term problem. We were struggling 
with an inflation which compared 
with the worst in the nation’s his- 
tory. Prices were the highest for 
more than a century and a half. 


(Continued on page 33) 
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~ From Washington 
| Ahead of the News 


= By CARLISLE BARGERON = 


hoped that the Administration’s propagandists will 























note that their latest effort to throw the American people into hysteria 
proved more or less of a dud. They had been holding on to their 


‘“‘disclosure’”’ 
months. 
tion” 


ing it. 


Upon 
must wonder 
the trouble. 


ministration 
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theirs was but 


stacle to the Administration’s plan. 
way of “asserting himself’ because 


he had authoritatively assured his 


of Russia’s having the bomb for at least a couple of 
The date of their ‘getting this informa- 
has nothing to do with the facts of Russia's 
having the bomb. It is the date the propagardists 
concocted the big scare story. 
it until some purpose could be served in releas- 
The purpose it is now intended to serve 
of course, is to jam through the arms aid program 
in the way the Administration wants it. 

sober 
whether 
The arms aid, rogram has 
peen in jeopardy. 
of foreign policy instead of just tools of the Ad- 
international 
and Dulles made an outcry about the appropria- 
tion sought being too much, but a close examina- 
tion revealed they only wanted to lop off $100 
million of a more than billion dollar fund. Really, 


They had to hold 


reflection, 
their 


the propagandists 
efforts were worth 
never 
By way %f being formulators 


experts Vanderberg 


a carping criticism, never any ob- 
Duiles had to do something by 
in the debate on the Atlantic Pact 
colleagues, being the international 


expert he is, that there could be no implementation of the pact until 


| the council which it created, met 


and determined upon a program. 


The words were hardly out of his mouth when the Administration 
submitted the aid program. The council hasn’t met yet. 
It may mean something in the future, though, that this latest 


propaganda blast seems to have left the public cold. 


It may be at 


iong last that we are becoming immune to the propaganda drug, just 
as the doctors are finding that patients become immune to penicillin 


and the other miracle cures. 
The only excitement I 


noticed 
was that of the propagandists warning us to be calm. 


in the case of this bomb scare 


Manifestly, 


they didn’t want us to be calm at all. Some newspaper editorials are 


still telling of “reverberating echoes” 


It hasn’t been my experience. In 


they include Washington's taxi 


drivers, 


and “echoes of reverberation.” 
the circles in which I travel, and 
famed the world over for 


their talkativeness, the reaction has been, ‘well. so what?” 


However, I can't sav 


that the 


“disclosure” left me personally 


unmoved. It didn't frighten me but I dreaded the flow of silly state- 


ments that were bound to issue from so-called important men. 


I knew, would heighten my blood 


This , 
pressure. 


European Monetary Union Cannot 
Succeed Without Political Union 


By A. M. SAKOLSKI 
Dr. Sakolski, commenting on French move to set up an European 
monetary union, reviews previous efforts and proposals along the 
same line, and concludes political as well as economic difficulties 
make such proposals impractical and ineffective. Cites loss of power 


over monetary matters by individual nations as impairment of 


sovereigniy and holds inequality in economic and monetary re- 
sources of participating countries as practical union impediment. 
Within two days after the announcement by Sir Stafford Cripps 
of the devaluation of sterling, along with similar devaluations by all 


sterling area nations, the New 
dispatch reporting that the French 
‘elgium,. the 
Nether 
lands and 
other Euro- 
pean countries 
suggesting 
they estab- 
lish a common 
monetary 
system as a 
means of sta- 
bilizing their 
currencies. 
Whatever 
may be the 
true motive 
bse ti in a 
this move — 
whether 
to combat the new currency war 
initiated by Great Britain’s de- 
valuation action or a genuine 
endeavor to put an end to mone- 
tary and foreign exchange chaos 
in Europe—it is indeed a consum- 
mation devoutly to be wished. 
| Certainly, European recovery and 
reconstruction cannot be perma- 


A. M. Sakolski 


|‘nently accomplished until un- 
impeded trade on the European 
continent is again restored, and 


this cannot be foreseen, regardless 
of Marshall Plan or ECA efforts, 
until impediments on the move- 
ment of the precious metals and 
foreign exchange restrictions are 
substantially removed, 


York 





“Times” published a special 
“Government had approached Italy, 


The proposal of the French 
Government is not without prece- 
dents in European history. Sug- 
gestions for a European monetary 
union have for decades past ac- 
companied similar suggestions for 
a political or economic union, and 


advocacy of an international 
monetary unit dates back almost a 
century. The late Prof. Alfred 
Marshall, the foremost British 
economist of the late 19th cen- 
tury, discussed the problem on 
various Occasions and announced 
himself in favor of it. Walter 
Bagehot, renowned editor of the 


London ‘Economist,’ discussed in 
a series of articles during 1868 in 
this influential journal the advan- 
tages as well as the difficulties of 
an international coinage. But 
there was no serious suggestions 
then by writers of an all-out 
monetary union among European 
nations. In other words, they did 
not visualize a common monetary 
and banking system for the Eu- 
ropean nations under a common 
monetary authority. 

The nearest approach to a sug- 
gestion for a complete interna- 
tional monetary system was made 
in 1868 by a British writer, R. H. 
Patterson, who in his book, ““The 
Science of Finance,’ proposed a 
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unified monetary system along 
with an international bank, whicu 
would act in facilitating ex- 
changes and the movement otf 


capital among the leading Euro- | 


pean nations, principally Great 
Britain and France. Patterson 
Was not a “professional” econo- 
mist and held no official position 
in the British Government, and 
little attention was paid to his 
proposals. 

Commenting on what he called 
the “war of banks” (meaning the 
central banks), in which there 
Was a constant struggle among 
them for gold and exchange ad- 
vantages, Patterson proposed a 
“Bank of Europe,” the capital to 
be subscribed by the leading 
banks of the participating coun- 
tries, which capital might consist 
of government obligations of the 
subscribing countries. But the 
main object of Patterson’s scheme 
was not, as he stated, the creation 
of “a fountain of international 
paper money,” but simply a means 
ef conducting international ex- 
changes Of capital so as to econo- 
mize the world’s stock of the 


precious metals and thus lessen | 
the ceaseless and transitory ebb | 


and flow of specie. Thus, Pat- 
terson’s scheme had the same pur- 
pose as the Bank for International 
Settlements. 


The Latin Monetary Union 


While these and similar 
posals were 


rope, who were desirous. of 
creating stable international trade 
and exchange conditions, a step 


had already been taken by several | 
leading nations in Europe to cre- | 


ate a semblance of a monetary 
union. In 1865, at the initiative 
and behest of France, which was 
then seeking to reestablish its po- 
litical and commercial supremacy 
on the Continent, what has since 
been called “the Latin Monetary 
Union” was formed. In no sehse, 
however, was it a genuine or com- 
plete monetary union. It was 
simply a treaty arrangement by 
France, Belgium, Switzerland and 
Italy (to be later joined by Greece 
and Spain), whereby uniform sil- 
ver coins, to be interchangeable 
and legal tender in the partici- 
pating nations, was agreed to. It 
was not, as has been erroneously 
ascribed to it, an agreement to 
maintain a fixed price for silver 
in terms of gold, though the diffi- 
culties of the sche 1e later grew 
out of the fluctuations that subse- 
quently developed in the price of 
silver. Under the agreement, no 
arrangement was set up to take 
over the complete authority of 
minting gold or silver coins or of 
issuing paper currency. 
“Though the Latin 
Union continued nominally in 
force until the close of the 
19th century, its effectiveness 
gradually declined and _ event- 
ually it became  unoperative. 
Writing in 1901, the late H. 
Parker Willis, the authorita- 
tive historian of the Latin 
American Union, in commenting 
on the probable future of the ar- 
rangement, stated: 

“The Latin Union as an experi- 
ment in international monetary 
action has proved a failure. Its 
history serves merely to throw 
some light upon the difficulties 
which are likely to be en- 
countered in any international 
attempt to regulate monetary sys- 
tems in common. From whatever 
point of view the Latin Union is 
studied, it will be seen that it has 
resulted only in loss to the coun- 
tries involved.” 


American 


What Are the Difficulties? 

Passing over more recent at- 
tempts at international monetary 
cooperation, a tonic already dis- 
cussed by the writer in a previous 
issue of “The Chronicle” (June 24, 
1944), let us consider here the 
“difficulties to be encountered,” 
as already pointed out by Pro- 
fessor Willis. 

In the first place, it must be 
assumed that any permanent and 


pro- | 
being discussed by | 
economists and statesmen in Eu-| 


union must be based on an au- 
thority that is higher than that of 
the governments which separately 
compose it. In other words, it 
must necessarily impair the sover- 
eignty of the participating mem- 
bers, since in its field of opera- 
tions it must be supreme. This 
| would not only deprive the indi- 
| Vidual countries of untrammeled 
| means of sustaining their govern- 
ments through their own indi- 


| 
| 


| weaken and even nullify efforts 
|to regulate credit and other eco- 
|nomic factors relating to their 
own welfare. It could cramp 
| their activities to the extent of 
|restraining their governmental 
}actions in economic, social and 
| political affairs and, above all, it 
could deprive them of the fiscal 
\facilities of maintaining their 
very existence. Thus, an effec- 
|tive monetary union without a 
|political union, such as was 
|created under own own Consti- 
| tution, in contrast to the previous 
“Articles of Confederation,” seems 
highly impracticable. 

Now, why is this so? 

Here's the answer: 

In modern times, money mat- 
ters, as a concern of government. 


workable international monetary | 


vidual fiscal policies, but it would | 


are not limited to coinage and its’ 


regulation. Under current condi- 
tions throughout the whole civi- 
lized world, the medium of ex- 
change and the value of the mone- 
tary unit is closely and inextric- 
ably related to government fiscal 
policy and credit controls. The 
creation and regulation of cur- 
rency, whether assigned ostensibly 
to a central bank or directly 
performed by a national govern- 
ment, is an essential attribute of 
sovereignty, and no modern na- 
tion can perform its functions or 
sustain itself, through taxes or 
otherwise, when it lacks this 
power. This is borne out by the 
constant overriding of central 
banking powers through govern- 
mental actions and _ policies. 
Throughout the history of central 
banking, whether such institutions 
have been privately or publicly 
owned, the power and interest of 
government has superseded that 
of the public and commercial in- 
terests which the banks were set 
up to serve. Commenting on this 
development, the late Dr. Willis, 
in his book, “The Theory and 


Practice of Central Banking,” ob- | 


served, “Both in the United States 
and nearly everywhere else, cen- 


tral banking systems has been the 
constant object of hasty, crude, 
destructive legislation.” 


Another and still more impor- 
tant difficulty from a purely 
practical standpoint in the forma- 
tion of a European monetary 
is the disparities in the 
wealth, resources and economic 
status of the various nations that 
would comprise the organization. 
This inequality is not limited to 
productiveness, technical skill and 


cilities for trade and for meeting 
foreign payments and commit- 
ments. It cannot be expected that 
under the economic stress of post- 
war conditions, human nature 
would be changed to the extent of 
reversing the former political and 
economic rivalries and jealousies 
|of the leading European nations— 
a rivalry that kept up a sort of 
continual economic warfare 
among them, even during the in- 
tervals when, militarily and other- 
wise, they were at peace, If any 
monetary union is accomplished 
in Europe, it must necessarily be 
limited to a few nations, such as 
comprise the Benelux countries, 
|which have common and con- 
current interests, and are on the 
same plane of political, economic 
and commercial development, and 


which are not rivals in the eternal 
contest for economic and financial 
supremacy. 





arrangement, but extends to fa-| 


| Benjamin Graham to 


| 


Speak at New School 


Benjamin Graham, President of 
_Graham - Newman Corporation, 
will lead off a series on “Today’s 


+ 























Benjamin Graham 
Investor” at the New School for 
| Social Research, 66 West 12 
| Street, on Thursday Sept. 29 at 
|5:20 p.m. The course, of which A. 
Wilfred May, economist and exee- 
‘utive editor of the “Commercial 
| and Financial Chronicle,” is Chair- 
|; man, will meet weekly for 15 
sessions. 
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may be redeemed in part, by 


Revenue Refunding and Extension Bonds, dated June 1, 


Harriman Ripitey & Co. 


INCORPOKATED 


A.C. ALLYN anp CoMPANY 


Eastman, Ditton & Co. 


This announcement is under no circumstances to be construed as an offering of these bonds for sale or as a solicitation of an offer to buy any of these bonds, and is published 
in any State on behalf of only such of the underwriters, including the undersigned, as may legally offer these bonds in such State. 


The offer of these bonds is made only by means of the Official Statement 


$77,500,000 


Commonwealth 


(Western 


Payable solely trom the Rev 


principal and interest. reco 


of Pennsylvania 


Turnpike System 2.90% Revenue Bonds 


Extension) 


enues of the Turnpike System 


Principal and semi-annual interest (June 1 and December J) payable at Fidehty-Philadelphia Trust Company, Philadelplna, or, at the option of the holder, at 
J. P. Morgan & Co. Incorporated, New York City. Coupon bonds in $1,000 denomination, registerable as to principal alone and also as to both 


nvertible into coupon bonds. 


The bonds may be redeemed as a whole at the option of the Commission, on any date not earlier than June 1, 1951, from any funds available for that purpose. The bonds 

lot, from moneys in the Sinking Fund, on any interest date not earlier than June 1, 1951, but not until all of the serial bonds heretofore 

issued shall have theretofore been retired or shall simultaneously therewith be called for redemption. Any such redemption shall be pro rata with the term bonds 
heretofore issued and shall be made at the redemption prices set forth in the Resolution authorizing the bonds upon at least 30 day®’ prior notice 





the Commonwealt 


Interest exempt, in the opinion of counsel named below, from present Federal income taxes under existing statutes and decisions. 


Under the Enabling Acts. the faith and credit of the Commonwealth are not pledged to the payment of the principal of or interest on the bonds 
The bonds, their transfer and the income therefrom. including any profit made on the sale thereof, are exempt by statute from taxation within 


h of Pennsylvania 


Lligible by statute for investment for Savings Banks and Trust Funds mn Pennsylvania and 


for deposit as security for public funds in the Commonwealth 





It is expected that delivery of the bonds in tempors 


The bonds are additional bonds issued under and secured by a Trust Indenture between the Pennsylvama Turnpike Commission and 
Fidelity-Philadelphia ‘Trust Company, as Trustee, dated as of June 1 
Extension of the present Turnpike. There have been issued under the Trust Indenture and are now outstanding $134,000,000 Turnpike 
1948, consisting of $87,000,000 314% term bonds due June 1, 1988, for the 
construction of the Philadelphia Extension of the present Turnpike, and of $47,000,000 214% serial bonds, the proceeds of which are held 
by the Trustee for the redemption on December 1, 1951, at 104 and interest to that date of the $45,086,000 Turnpike Revenue Refunding 
% Bonds dated December 1, 1946. The Trust Indenture provides for the issuance of additional bonds under the limitations therein set 
forth, and also provides for the maintenance and operation of the Turnpike System, the conservation and application of all funds, the 
security for moneys on hand or on deposit, the accumulation of reserves for replacements, the setting aside of funds for paying the interest 
on and the principal of all bonds issued under the Trust Indenture, and the duties and responsibilities of all parties. 


These bonds are offered when, as and if issued and received by us and subject to approval of legality by Mitchell and Pershing, New York, N. Y., Townsend, 
E}liott & Munson, Philadelphia, Pa., and Reed, Smith, Shaw & MecClay, Pittsburgh, Pa., bond counsel. and Theodore 5. Paul, Esq., counse} for the Commission. 


ary form will be made on or about October 13, 1949. 
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Government-Business Tension in | 
Relation to Business Outlook 


Professor of Economics, Princeton University 


Dr. Viner, commenting on American economy and its capacity to maintain high-level prosperity, points 

out free enterprise has remediable flaws. Deplores current methods of selling virtues of free enter- 

prise to public and condemns hostility existing between business and government. Suggests methods 

of government-business cooperation in solving monopoly problems, economic stabilization and im- 
proved tax structure and in fortifying free enterprise system. 


The topic assigned to me is infinite in its scope, while my range of knowledge, and 
even of opinion, has very definite limits ani I am sure it would be inexpedient for me 


to assume that your patience and tolerance ar2 unbounded. I will therefore confine myself 


fe we—————-—- 


te <4 
points of spe- 
cial interest 
or relevance 
at this time. 
Since the 
onslaught of 
the great de- 
pression, 
American 
business has 
been 





ican 
opinion, and 
one of our 
great political 
parties has remained in power 
without a break since 1932 largely 
by virtue of reflecting or respond- 
ing to, and at times perhaps even 
stimulating, this trend in public 
opinion. There have been previous 
periods in American history which 
offer a parallel. But never before, 
I believe, was there as much dan- 
ger to private enterprise in the 
hostility to it, partial or sweeping, 


Prof. Jacob Viner 


among large sections of the Amer-| properity shail be distributed, as 
ican people, as there is at present.| between 
Before World War I critics of pri-| ployees, the privileged and 


vate enterprise had no real al- 
ternative to offer beyond abstract 


speculations unsupported by ac-| arithmetical equality but without! not be led by the fact that he 
working | glaring 
American | equity. They ask also that there! 
economy is one of only a handful; shall be for those in modest eco- 
is| nomic circumstances some meas- | 


and 
the 


tual experience 
models. Today 


of national economies which 
substantially a free enterprise 
economy, and even American 


businessmen, conscious of a va-! against 
riety of Federal regulations and| against the economic hazards of | nomic 
freedom,| old age and death, of sickness | The 


restrictions on_ their 
probably become truly conscious 
of how free they still are orfly 
when they contemplate the state 
of affairs in England, in Sweden, 
in Australia, in Hindustan, or in 
American-occupied Western Ger- 
many and Japan—to say nothing 
of Soviet Russia and its satellites. 
There is now no scarcity of 
knowledge as to procedures and 





| 


! 





By JACOB VINER* 


prosperity, as measured by pre- 
vious American standards of liv- 
ing and, still more, as measured 
by current standards of living in 
other countries, whether these 
operate under free enterprise or | 
under other systems. It is my 
impression that an overwhelming | 
proportion of the American pub- 
lic, including sections that are! 


very} cold or hostile to American “busi- | 
n.uch on the! ness,” are ready to assign to the| 
defensive be-| inventiveness 
foie Amer-|and administrative genius of the | 
public | 


venturesomeness, | 


American captain of industry a/| 
substantial part of the credit for 
this prosperity. 


which men ask of economic sys- | 
tems of their country in addition | 
to prosperity? In addition to a 
high average standard of living? 
They ask, and have learned or 
been taught to ask increasingly, 
that this prosperity shall prevail 
with a fair degree of stability, 
instead of accruing in a succession 
of hysterical booms and desperate 
depressions. They ask that this 


| tion. 
What are these other things! 





| 
em- | 


the | 
underprivileged, the country and} 
the city, north and south, not with | 


employers and 


departure from visible | 


ure of organized security other | 
than through humiliating charity | 
the buffeting of fate, | 


and disability, of undeserved un- 


' 
' 


| 


tion, and even perfection is not to 
all men’s tastes. All of this is true, 
and no doubt relevant. But it 
settles no issues. The dissatisfac- 
tion with the economic status quo 
is too widespread, too deep, too 
varied in character, to be safely 
disregarded by businessmen, and 
others who are not businessmen 
are unwilling to disregard it even 
if they do not share it. In a de- 
mocracy, if dissatisfaction with an 
issue is widespread, there will al- 
ways be politicians—or statesmen 
—who wilil give heed to it, and 
who will do things to the institu- 


The believer in free enterprise 
in its moral virtues or at least re- 
spectability as well as in its su- 
periority irom a material point of 
view over any rival system as a 
working method of organizing so- 
ciety for production, should keep 
an ear open for these criticisms. 
Refusal to do so, whether because 
of inertia, or self-righteousness, 
or oOveroptimism, or defeatism, 
may weil lead in time, in some 
period of strain and emergency, 
to free enterprise going here as 
it has gone elsewhere. Above all, 
the believer in free enterprise as 
it operates in this country should 


finds nothing disturbing to his 
peace of mind in the editorial 
columns of the great metropolitan 
dailies—or weeklies—to underes- 
timate the prevalance of criticism, 
or its potential rate of growth in 
quantity and intensity if the eco- 

barometer should drop. 
businessman, per capita, 
profits most, and has in this sense 


——— — 











to send interested parties 








Dealer-Broker Investment 
| Recommendations and Literature 


lt is understood that the firms mentioned will be pleased 


the following literature: 














Income—26 stocks selected for | 
income —brochure—Goodbody & | 
Co., 115 Broadway, New York 6, 
N. Y. 





Local Notes — Bulletin — The | 
Bankers Bond Co., Inc., Kentucky 
Home Life Bldg., Louisville 2, Ky. 





Over-the-Counter Industrial | 
Steck Index — Booklet recording | 
10-year performance of 35 indus- 
trial stocks—National Quotation 
Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 


Turn in the Oil Situation— 
Analysis—Bache & Co., 36 Wall 
Street, New York 5, N. Y. Also 
available is the Bache Selected 
List revised to Sept. 15. 








25 Years — Commemorative 
booklet issued in connection with 
25th anniversary and containing 
comparative statistical figures on 


selected unlisted Ohio stocks— 
Merrill, Turben & Co., Union 
Commerce Bldg. 


* * * 


American Power & Light—Brief 
review—lIra Haupt & Co. 111 
Broadway, New York 6, N. Y. 
Also available are brief reviews 
of Niagara Hudson Power and 
Electric Bond & Share. 


American Vitrified Products— 
New analysis—Zippin & Co., Inc.., 
208 South La Salle Street, Chicago 
4, Ill. 


Central Hudson Gas & Electric 
Corp.—Analysis—Eastman, Dillon 
& Co., 15 Broad Street, New York 
Do, me. ¥e 





Central Public Utility Corp.— 
Report—F. S. Yantis & Co., Inc., 


1235 South La Salle Street, Chi- 
cago 3, Ill. 


Colombia Bolivia—New study— 
Zippin & Co., 208 South La Salle 
Street, Chicago 4, Ill. 





Domestic Credit Corp.—Analy- 
sis—Smith, Burris & Co., 120 
South La Salle Street, Chicago 3, 
Ill. 


Illinois Central Railroad Co.— 
Discussion of offer of exchange— 
Vilas & Hickey, 49 Wall Street, 
New York 5, N. Y. 





Lake Superior District Power 
Co.—Analysis—Loewi & Co., 225 
Fast Mason Street, Milwaukee 2, 
Wis. 

Also available is an analysis of 
Ed. Schuster & Co., Inc. 


New Orleans Public Service Co. 
—Analysis—Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 


Oregon Portland Cement—Late 
data—Lerner & Co., 10 Post Office 
Square, Boston 9, Mass. 


Phillips Tutch Latch Co— 
Memorandum—Edelman & Cap- 
per, 29 Broadway, New York 6, 
N. Y. 

Also available is a memoran- 
dum on Western Gold Mines. 


Southern Pacific Co.—Summary 
and opinion—E. F. Hutton & Co., 
61 Broadway, New York 6, N. Y. 





Sterchi Bros. — Memorandum— 
Dreyfus & Co., 50 Broadway, New 
York 4, N. Y. 


United Aircraft Corp.—Special 
review—John H. Lewis & Co., 63 
Wall Street, New York 5. N. Y. 








employment. I believe that above at least most at stake, in the sur- 
all these they ask for status and| Vival of free enterprise. He should 
dignity, for a place in the sun | therefore find a special interest 
for protection against being) if not a special responsibility, in 
pushed around by other men not) striving wisely and skilfully to 
obviously superior to themselves! strengthen its appeal to the pub- 
except in possession of superior| lic mind, perhaps by increasing 
power derived from wealth, or | the extent to which it merits such 
class, or combination of strength. | appeal. 


ways of regulating business so as| The racial minorities, of course,| One method of pursuing this 
to make it less free, or of liqui- | ask also for freedom from Gis-| Objective I certainly would not 
dating private enterprise alto-| crimination on account of com-| recommend. To search for “dan- 
gether. | plexion, creed, or racial origins.| serous thoughts” in the printed 


It is not an adequate answer to | For these other things, men who, Page, in sermons from the pulpit, 
proposals for suci regulation or| regard them as Jacking and have|or in the classroom, or to at- 
liquidation to say tnat they will| learned to want them, for eco-| tempt through influence, financial 


lower the level of material pros-| omic security, equity, dignity of| pressure, or 
perity. It is not én alequate an-| Status, men in large numbers may | Suppress the critic is a procedure | 
swer partly becau<e it is some-| be willing to pay a heavy price in| which, 
1, Ci‘ficult or 
con- 
vincingly that it is a trfie answer. 


times, perhaps o te 
impossible to demonstrate 
It is 
partly 


not a satisfactory 
because a 


answel 


economies otter 


ate choice, meny 


chromium-plated automobiles 


good deal of 
mankind today wheter foolishly 
or wisely, demands of its national 
merits over and 
above that they shall vield pros- 
perity. If forced to make deliber- 
might prefer 
these other things to refrigerators. 


and economic freedom, and many 


can easily be persuaded, 


even 


when such may not be the case. hear g 
that it can have the-e other things | when they are well off. Many of | speak or toink of its possible de- 


and refrigerators and 


enough. 
The American 


economy has 
demonstrated its capacitv to de- 


legal coercion, to 


whatever its. short-run) 
| prosperity and, alas even in free-| Success might indicate, in the| 
dom. In increasing numbers they | long-run weakens the institution | 


| have become convinced that these | ON Who-e behalf it is applied. 


|from government, from govern- 


enterprise the pattern it shall fol-| sion of freedom of thought 
wholly takes over from 
business —and from the 
unions—the conduct of the na-| paign of major proportions. 
_ tional economy. 

Many of these critics of busi-| Merits as they are in fact. or as 
ness are unfair, some of them de-| they might be made to be, will 
liberately and calculatingly so.| Tefuse to speak 


private| even more prejudiced appraisal 


political | these critics of private enterprise | ficiencies. There is bigotry in the 
freedom too, if only it is patient; are Utopian in their demands of 


ter bread than can be made even | 
from the best of the wheat that t 
otry. 





If | 
| other things are obtainable only| free enterprise is so fearful of| 

frank, or even of prejudiced, ap-| 
ment which imposes on private| praisal that it resorts to suppres-| 
to | 
| low, or from government which | avoid it, it will be subjected to an| 


labor| by means of a whispering-cam-| 
|! The | 
_ objective believer in it on its net| 


| > to . about what is 
| Many of these critics do not know | 800d in it if he is not left free to|eq so that a banker cannot “blow 


| his nose” today without first get- 
criticisms of American free en-| ting permission from Washington! 
| human society; they ask for bet-| terprise, but the best ways of | 
coping with it do not include| 


| : ri . ‘ks: t 
matching it with an opposite Lae from buying stocks; bu 


The Cult of Getting 
Something For Nothing 


By ROGER W. BABSON 


Mr. Babson, commenting on neglect of Wall Street, says, through 
SEC discouraging buying of stock, gambling has been transferred 
elsewhere, and public, particularly labor, is practising cult of seek- 
ing to get something for nothing. Urges buying of good stocks. 
Today Wall Street is the most conservative street in the United 
States. California is bursting with people; the Central West is burst- 


'ing with huge crops; city people’s pockets are bursting with high 


wages; but poor Wall Street is neglected. Once when talking with 
President?— cachaimemidiiiieedts 
Roosevelt he!and other sports which they never 
said to me: bet upon before. There is more 
“Roger, I will gambling today than ever. Only a 
fix your Wall, spiritual revival can stop the de- 
Street friends sire of people to get something for 
for encourag-| nothing. 
ing people to) 
expect to get 
something for 
nothing. It just 
can’t be done 
and you know 
it.” Conse-' 
quently, he 
had the Secu- 
rities and Ex- 
change Com- 
mission form- 





Union Labor Getting Something 
for Nothing 

But we do not need to come 
to Wall Street, or to go to the 
race tracks, to see people try- 
ing to get something for nothing. 
The most flagrant cases are where 
wageworkers are striking to get 
more pay for less work. It is okay 
to expect more pay for more 
work, but to expect even the same 
pay for less work is merely trying 
to get something for nothing. 

On the train last week some 
‘shoe workers complained to me 
because they had not had a raise 
in pay this year. Yet, they admit- 
ted that they have two weeks’ va- 





Roger W. Babson 


It is true that this discouraged 


the “SEC” did not stop the, 





liver over the years high-level! iS available. Some of them may 
be maladjusted individuals who 

*An address by Dr. Viner at the would complain even in heaven 
306th Regular Meeting of the Na-|‘ Only that the harps were not 
tional Industrial Conference| tUmed to their liking. It is un- 
Board, New York City, Sept. 22,, reasonable to ask of any human 
1949. ‘institution that it attain perfec- 


moment full of manifestations of!for nothing. The business of the 


i gs. lay art devoted t0| race tracks immediately boomed. 
| what seems to be a concerted pro- |. : ¥ 
gra of “selling” the virtues of Pinball and numbers games grew 


free enterprise to the American | by leaps and bounds. People be- 
| (Continued on page 29) 


The American press is at the | People’s desire to get something 


|gan to bet on football, baseball, 


cation with pay, a week’s sick 
leave with pay; a half hour of 
“rest periods” to smoke and play 
cards each day with pay. All this 
and holidays with pay amounted 
| (Continued on page 43) 
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Pension and Welfare Funds 


By DR. A. L. GITLOW 
School of Commerce, New York University 


Discussing the pro and con of pension aid welfare funds in their 

political as well as economic aspects, Dr. Gitlow recommends, in 

connection with these provisions: 

(2) strict regulations to minimize malingering and political abuse; 

(3) recognition by workers of value of employer’s contributions 

and (4) independent and actuarial administration of funds to avoid 
making them adjuncts to union administration. 


Pension and welfare funds have moved from the periphery to 
the center of the labor relations stage. They are no longer “fringe” 
This change is a step in the continuing evolution in the 
major demands ot organized labor: from union security; to direct 

en aaa 
by the unions as a substitute for a 


demands. 


wage and 
hour revision; 
to greater 
worker-se- 
curity. The 
Presidential 
Fact-Finding 
Board in the 
steel dispute 
recognized 
t hi s. The y 
said: 1 

“Since the 
Wagner Act 
was enacted, 
however, 
unions have 
become firm- 
ly entrenched, 


: 






Abraham L. Gitlow 


and the areas of their activity 
have changed. No longer do they 
deal simply with a single em-' 


ployer for such things as recog- 
nition, union security, and basic 


wage and working conditions. | 
They now concern’ themselves'| 
with all sorts of conditions in| 


which their members have an in-| 
terest or stake, like insurance and | 
retirement plans.” 

Various explanations have been | 
offered for the emergence of work- | 
er-securi(y 2s a primary objective | 
of organized jabor. First, it is ex- 
plained as a product of the ex- 
panding social philosophy of so 


much present-day economic | 
thought. The Steel Fact-Finding 


Board expressed this view when| 
it said: 2 “The concept of provid-| 
ing social insurance and pensions | 
for workers in industry has be-| 
come an accepted part of modern 
American thinking. Unless gov- 
ernment provides such insurance | 


in adequate amount, industry} 
should step in to fill the gap.” 
Philip Murray had expressed 





. . ** « | 
himself earlier in these words: 3 


, | political 


ers. 


| and 


| for efficient and 


(1) 


sound actuarial basis; 








wage increase... .’4 


There is no doubt that both ex- 
planations possess validity. How- 
ever, there is a third explanation, 
also important, which has been 
receiving insufficient, though 
growing, attention. That is the 
importance of worker- 
security programs to union lead- | 
Why are such programs po-| 
litically important? 





Political Implications 
First, pension and welfare funds 
create worker adherence to a 
union. They attract non-members 


| and hold members. 


Second, they are a material 
source of worker goodwill and 
appreciation toward the union, | 
its leaders. Gratitude, is a 
basis for loyalty, and rank and 
file loyalty is of great importance 
to labor leaders. 

Third. it is sometimes intimated 
that union leaders may obtain 
rank and file support by encour- 
aging the workers to malinger 
and make unjustified claims upon 
the security funds. The basis of 
contribution to such funds may 
be important in this respect. Cur- 
rently, the leaders of the steel in- 
dustry are maintaining that the 
workers should contribute some- 
thing to such funds. The union 
leaders argue that the workers 
should not have to contribute at 
all. The industry's leaders seem 
right on this issue. The tendency 
to malinger would probably be 
less where the workers were con- 
tributing to the insurance funds, 
for they would then have a direct 
interest in its costliness. Presum- 
ably, they would be more anxious 
honestly run 


“Workers in American industry | funds under such conditions. 


go through life plagued by a con-, 


It should not be inferred from | 


Stant fear that some day they will) this that the leaders of the United 


suddenly lose their income 
sickness or accident which will! 
prevent them from keeping a job. | 

“They worry about their own| 
| 


ability to provide adequate medi- | 


cal protection for the wife and| 
children. 

“They look forward with ap- 
prehension to the day when the) 


boss comes e2zround to 
they are ‘too cld’ to be 
the payroll}. 

“That type of treatment is be- | 
coming more repugnant to the! 
average American year by year. | 

“We in the United Steelworkers | 
and CIO feel that it is about time! 
that owners and leaders of Amer-| 
ican industry be made to under-| 
stand that they have a deep- | 


tell them | 
carried on} 


| take-home pay. 
jand his 


rooted resvonsibility toward help- | 
ing to lift those shadows of fear | 
from the peopie who work in in-} 


dustry.” 


Second. it understandable 


Is 


' 
| 


that worker-security demands} 
served American unions. during} 
the recent war. as a substitute for | 
direct wage adjustments, which} 
were prohibited under wartime 
wage-freezing regulations. There 
is ample testimony to this. In the 


words of the “Monthly Labor Re- 
view,” ... 
tions to health 


employers’ 
funds are regarded 





1 Steel Industry Board, ‘“‘Report to the 
President of the 
2 Ibid., p. 8. 
3In a guest 
of Victor Riese!’s 
York “Post” 
20, 


United States,” p. 25. 
article, appearing in place 
“Inside Labor,” New 
and “Home News,” 
1948. 


- } 
contribu- 


June | 


by | Steel Workers wish non-contribu- 


tory funds because they intend to 
encourage malingering. I think 
their attitude may be understood 
on a much more direct and simple 
basis. At the moment of writing, 
no one seems to have called at- 
tention to the fact that introduc- 
tion of contributory social insur- 
ance funds, without direct wage 
increases, means a loss in worker 
The worker’s, 
family’s, attention 


They see and feel immediately 


| any drop. Consequently, their ap- 


preciation of the more-than-com- 
pensating gain in security is 
dulled. They may lose all appre- 
ciation of the achievement of se- 
curity, and become dissatisfied 
with the settlement made by their 
leaders. Such a result would be 
politically dangerous to Mr. 
Murray and his associates. I be- 
lieve this is an important point 
in understanding their insistence 
on non-contributory funds. Busi- 
nessmen must understand this and 
display a flexible policy. An in- 
transigent attitude may drive 
rank and file workers into the 
arms of recklessly militant, or 
Communist, labor leaders. 

Wage increases are not the an- 
swer. The steel board was right 
in rejecting them at this time. 
Neither does understanding the 
union leader’s political position 
justify the non-contributory prin- 
ciple. It does make necessary, 


4 “Monthly Labor 
1948, p. 39. 





Review,” January, 





is | 
riveted usually on take-home pay. | 


however, the conscious and intel-| sometimes the financial reservoir 
ligent use of all informational and_| itself is to be deduced from the 
educational avenues to win rank/ lack of enthusiasm with which 


and file approval. 


They must|some union leaders greet sugges- 


realize that a contributory social) tions that employer contributions 
insurance program, partly paid | be based upon scientific actuarial 
for by themselves, is a gain in in-| study of the risks involved. 


come rather than a loss. When 
Ford workers voted for a direct 


| wage increase, rather than pen- 


sions, they indicated the diffi- 
culty of the educational task. 


Fourth, pension and welfare 


funds offer en opportunity to a/| 


union, and its leaders, to build up 
and control a financial reservoir. 
A wage advance goes to the work- 
ers directly. The union can bene- 
fit financially only by altering 
dues, assessments, etc. But in the 
case of a fund, the union usually 
finds itself in control. That one 
of the purposes of such funds is 





Fifth, many share the opinion 
that while wage rates might de- 
cline under depression conditions, 
social insurance funds would not 
be abandoned. The Steel Industry 
Board subscribed to this view 
when it stated:5 


“Whereas increases in wage 
rates depend upon profits of com- 
panies under relatively current 
conditions and over relatively 
short periods of time, social in- 
surance and pensions—especially 





5 Steel Industry Board, op. cit., p. 7. 
Italics added. 





pensions—involve long-range con- 
siderations because, once installed, 
they cannot well be discontinued.” 


Consequently, such funds would 
be a source of union strength 
when most needed. Rank and file 
would not abandon union mem- 
bership as readily as they other- 
wise might, during depression 
years, if doing so meant giving 
up long-standing benefit rights. 
Being a welfare matter, the argu- 
ments for retaining such programs 
during depression years would 
become more compelling than 
during periods of prosperity. Fur- 
ther, it is possible that union lead- 
ers might discover that retention, 
Or even improvement of welfare 
programs, could be traded in de- 


pression period collective bargain- 
(Continued on page 34) 
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Laurence M. Marks & Co. 
Harris, Hall & Company 


Mullaney, Wells & Company 
Lyons & Shafto 


Paul Frederick & Company 
Westheimer and Company 


Folger, Nolan Incorporated 
Rand & Co. 


$12,000,000 
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1960 433,000 2.10 1974-79 1,042,000 2.75 


(Accrued interest to be added) 
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The National City Bank of New York Shields & Company 


Hallgarten & Co. 


Incorporated 


Trust Company of Georgia 


Incorporated 


Incorporated 


Ellis & Co. 
Wood, Gundy & Co. 


Incorporated 


Sills, Fairman & Harris 


Incorporated 


Schoellkopf, Hutton & Pomeroy, Inc. 
A. G. Becker & Co. 


Commerce Trust Company 
Kaiser & Co. 
Barcus, Kindred & Co. 


The Weil, Roth & Irving Co. 
James C. Tucker & Co., Inc. 


Harrison & Company 


Drexel & Co. 
Braun, Bosworth & Co. 


Incorporated 


Weeden & Co. 


Incorporated 


Robert Winthrop & Co. 
Cincinnati 
Fahey, Clark & Co. 
Russ & Company 
Incorporated 


Seasongood & Mayer 
John Small & Co. 





Barret, Fitch & Co., Inc. 








' 











10 (1254) 


THE COMMERCIAL & FINANCIAL CHRONICLE 





Thursday, September 29, 1949 













ATIONAL 
SECURITIES SERIES 


Prospectus: upon request from 
your investment dealer, tr from 


NATIONAL SECURITIES & 


RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. | 


























Details of this monthly pay- 
ment security purchase plan 
and the offering prospe of 
Divipenp Suares, INc. 
vailable on request from 
your investment dealer or 
CALVIN BULLOCK 


Established 1894 
One Wall Street New York 





tus 











send today 





for the latest 

prospectus and other 

descriptive material about 
Fundamental 
Investors, Inc. 


| 


Available authorized 


investment dealer or from 


A Registered 
Investment Company 


from any 


Hucu W. Lone anp Company 
INCORPORATED 


48 Wall Street, New York 5 


CHICACO LOS ANGELES 

















Keystone 
( ustodian 


Funds 


Certifix ates of Parti ipation in 
INVESTMENT FUNDS 


investing their 4 apital 


IN 


BONDS 
(Series B1-B2-B5-B4) 


PREFERRED STOCKS 
(Series K1-K2 
COMMON STOCKS 


(Series S1-S2-S3-S4) 


Prospectus may be obtained from 


The Keystone Company 
of Boston 


50 Congress Street 
Boston 9, Massax husetts 

















Mutual Funds 


By HENRY HUNT 
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Confidence Campaign 

The Bank of America National Trust and Savings 

largest bank in the world, is starting an advertising 
campaign” throughout California designed to reassure the retail con- 
sumer. According to President Giannini, the consumer’s present 
uncertainty “could be remedied substantially by aggressive and re- 
sourceful salesmanship to convince him that high quality goods are 
|now being offered at reasonable prices.” 
It seems to the writer that the present uncertainty of potential 
common stock buyers could be remedied by a similar campaign 
launched by the investment community at large as well as mutual 
fund dealers in particular. 

Many salesmen of common stock mutual funds start out selling 
the mutual fund idea and end up trying to sell one or another special 
fund. We believe that salesmen who use such an approach are over- 
looking the first and most important step, namely, to convince the 
prospect that leading common stocks are “high quality goods now 
being offered at reasonable prices.” 

Once a prospect is convinced of the attractiveness of 
stocks in the present market, it should be easy to sell him 
idea of purchasing them through one or more mutual funds. 


Assets of Investors Mutual Cross $150,000,000 

Earl E. Crabb, President of Investors Mutual reported that net 
assets as of Sept. 8, 1949, were $154,487,007 with shares currently 
‘held by more than 73,060 shargholders. Investors Diversified 
| Services, Minneapolis, is the principal distributor and investment 
manager of the fund, 

Considering the fact that Investors Mutual was organized only 
nine years ago, its growth has been little short of phenomenal. 
Congratulations, Mr. Crabb! 


Association 


‘confidence 


common 
on the 


Keystone Reduces Acquisition Charge 


on Large Purchases 

Substantial reductions in cost on purchases of Keystone Fund 
shares in the amounts above $50,000 have been announced by The 
Keystone Company of Boston, underwriters for Keystone Custodian 
| Funds. The present initial charge of 8.3% of the sales price has 
| been reduced to 6.3% on the excess of single purchases over $50,000 
and to 4.3% on the excess over $100,000, 

The reductions have been put into effect primarily to benefit 
large individual and fiduciary investors who have shown an increas- 
ing interest in the use of investment funds such as Keystone, the 
underwriters said, Fiduciary and institutional holders of Keystone 
shares currently number more than 1,800—an increase of approxi- 
mately 600 in the past two years. Included are trustees, founda- 
tions, insurance companies, corporations, hospitals, schools, churches, 
| libraries and others. Keystone’s total net assets presently exceed 
| $170,000,000. 


Basic Forces at Work 

“The considerable rise in common stock prices between mid- 
June and mid-August, in the face of continuing declines in the 
general level of business activity, Was no particular surprise to those 
who have kept an eye On basic economic forces, Among the more 
potent factors that have helped shore up stock prices, despite domes- 
tic and foreign political uncertainties and the business adjustments 
that have taken place, are: the huge increase in the money supply; 
|the stepped-up growth of population; greatly expanded plant 
capacity; and the wide discrepancy between yields obtainable from 
bonds and common stocks. In the last year or so, these ‘Letters’ 
have discussed each of these factors at some length. Between them, 
they afford a logical explanation of the seemingly paradoxical 
behavior of the stock market. 

“Barring the apparently unlikely event of a severe business 
decline from today’s levels, basic economic factors appear to provide 
an unusually favorable background for long-term investments in 
common stocks. Not only in the light of present and recent-past 
earnings, but in the light of potential future earnings, many common 
stocks seem to afford excellent opportunities for both income and 
| long-term capital appreciation.’—From Broad Street Sales Corpora- 
tion’s “Letter.” 


$6,300 Prefabricated Houses 

“Gunnison Homes, Inc., subsidiary of U. S. Steel (SAS 9900), 
announces a four-room prefabricated plywood house to sell at $6,300, 
including the land. Price will vary between localities, but house is 
designed to take advantage of the 95% FHA mortgage insurance 
where the appraised value of house and lot do not exceed $6.300. 
Homes that qualify can be bought for $350 down and about $ 





27 « 

Doli a 

| month, Several such houses have been erected at New Albany. 
| 7 at x . r OR OY . : ‘ ’ 

| [Ind., at a cost of $5,800. including site and landscaping, House is 

| 28 feet by 34 feet, has two bedrooms, streamlined kitchen with 


double compartment sink and 
closet, utility room with oil or 


wall cabinets, bath with built-in linen 
gas-fired burner in forced-air heating 
| system, and an automatic hot water heater. Doesn’t include range, 
| refrigerator, basement or garage.’—From “These Things Seeme 
Important,” issued by Selected Investments Company of Chicago. 
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LETTER TO THE EDITOR: 


Sees SEC Paralyzing Already 


Crippled 


Capital Markets 


Cyrus S. Eaton says proposal purporting to “i:beralize” new securi- 


ties offerings is furiher attempt 


to extend Commission’s already 


overpowering authorily. 


Editor, Commercial and Financial C 


hronicle: 


The Securities and Exchange Commission is reported to be on 
. . . . -* 
the verge of sending a proposal to Congress for legislation purporting 


“liberalize” the offering of 
The SEC 


to 


investors. 


Comunission’s’ 
already over- 
powering au- 
thority. Its 
enactment in- 
law migat 
well provide 
the final] 
straw needed 
to break the 
back of that 
already badly 
crippled cam- 
el, the capital 
markets. 
Congress 
would be well 
Cyrus S. Eaton advised to 
greet the 
SEC’s suggestions with skepticism, 


to 





' for nothing nas done so much to 


paralyze the capital markets 


as 


the SEC. with its endless and ob- 
structive red tape. The Interna- 
tional Bank, it will be recalled, 


found its work so impeded by the 
SEC that special legislation was 
obtained to exempt the Bank’s fi- 
nancing from SEC jurisdiction. 
Access to tne capital markets 
has practically been denied to the 
medium-sized and smaller com- 
panies by the SEC. In the 12 
months ended June 30, 1949, for 
instance, only 5 bond issues 
less than $1,060,000 were regis- 
tered w'th the SEC and cleared 
for cash sale to investors. In other 


rf 
) 
Ul 


words, only 5 companies with fi- 
nancial needs in this category 


were willing to endure the elabo- 
rate and expensive ordeal of SEC 
registration. This is appalling in 
nation af 425,000 corporations 


a 
LETTER 


Sees Emigration 
Britain’s 


TO THE EDITOR: 


Gerald 


new 
proposal, in reality, 


issues 


of corporate securities to 
is an attempt to extend the 


most of which ought to be ex- 
panding with our growing popu- 
lation. 

The SEC is barred by statute 


from interference in municipal fi- 
nance, and during the same 12- 
month period, 5,466 municipal is- 
sues aggregating more than 


$4 000,000,000 were sold to the 
public for cash. Had the com- 
munities that sold their bonds 
been forced to submit to the 
SEC’s red tape, most of them as- 


suredly would have been unable 
to raise the funds they needed. 

The SEC’s fanatical attacks on 
private investments are also in 
large measure to blame for the 
fact that the stocks of many com- 
panies are selling in the market 
at prices less than the per share 
values of the working capital of 
these companies. This means that 
the market puts no value on the 
property, plant and equipment of 
a great many of our corporations. 
large and small. How can we 
build new mills and _ factories 
when existing ones are worthless 
in the eyes of investors? 

If our capitalistic system to 
escape extinction, there is urgent 
need for a thorough overhauling 
vt such regulatory agencies as the 
SEC. the so-called blue sky com- 
missions of the various states and 
the quasi-governmental body 
known the National Associa- 
tion of Securities Dealers. 

CYRUS W. EATON. 


1S 


2S 


Terminal Tower, 
Cleveland la. Ohio. 
Sept 25. 1949. 


as Alleviation of 
Problem 


G. Bernheimer says it would relieve Island Kingdom of 


vicissitudes of import-export fluctuations. 
Editor, Commercial and Financial Chronicle: 
The devaluation of Great Britain’s currency brings to the fore- 


ground the causes for the present 
Kingdom. Perhaps after due 
country will not be so 


after all. 

Throughout the centuries Eng- 
land has been a great World 
power because of the ready avail- 
ability of raw materials so easily 
obtained from its colonies. There 
has been a consistent and deliber- 
ate effort to keep these colonies 
entirely dependent on the 
‘‘Mother” country by not permit- 
ting them to process the raw ma- 
terials into finished merchandise. 
Proof of this can easily be seen 
in the exvort of wool and the im- 
port of woolen suits and sweaters 
into Australia, with transporta- 
tion charges both ways and the 
nanufacturing costs and profits 
included in the Australian sales 
price. 

Since losing the various colo- 
nies, England has been on a very 
definite dow: both from a 
prestige and a monetary stand 
point. How long can a subsidized 
economy last, if the basic earn- 
ings and necessary commodities 
are lacking? 

A simple solution to this gigan- 
tic problem is impossible but the 
situation would be somewhat al- 
leviated by the exodus from 
Great Britain of millions of work- 
ers, artisans, etc. who could make 
| Canada, Australia, New Zealand 


} 
ipraae 


c 
» 








deliberation the inhabitants of that 
“united” o— ener manne 


sad state of affairs in the United 


and India into self-supporting 
and self-sufficient areas. This 
emigration would solve the un- 


employment problem. If England 
would finance the relocation costs 


and stability of earnings of the 
workers for the short time until 
they could support themselves, a 


proper educational program of the 
job possibilities in these areas, so 
foreign to the average English- 
man might look tempting indeed 

In other words my _ proposal 
reduce the number of 
mouths feed and would insu- 
late the “island kingdom” from 
the vicissitudes of import and ex- 
port fluctuations. Great Britain 
would then be gradually reduced 
to a pastoral or semi-agricultural 


would 


to 


nation and would have the same 
self-sufficiency of Ireland and 
Scotland. 

If the powers that be would 


the scenes and not 
concern themselves with the pres- 
of the pound in other 
ies, this world would eas- 


a much better place to live 


look behind 


ent value 
curren 
ily be 
in. 

GERALD G. BERNHEIMER 
40 Exchange Place 


New York 5. N. Y. 
Sept. 22, 1949 
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LETTER TO THE EDITOR: 


A Defense of Investment Trusts 


C. J. Stubner, of Stubner & Co., Pittsburgh, though agreeing with 
premises of John Datton in his article, “L2.’s Not Go Overboard on 
Mutual Funds,” contends invesiment trust distribution furnishes 
profitable opportunity for unlisted securities dealers to supply 
investors with participation in sound listed securilies. 
Editor, Commercial & Financial Chronicle: 
I read with gieat interest the articie by Mr. John Dutton that! 
appeared on July 14, 1949, in the “Commercial and Financial Chron-'| 


icle”’ 


entitled “Let’s Not Go Overboard on Mutual Funds,” and feel) 


that this is a genuine contribution to the thinking on investment | 


trusts, 
time when they have come into 
increasing vogue. My first em- 
ployer in the investment business, 
which was way back in 1915 and 
in Wall Street, used to point out 
with incredible foresight that 
there was a fashion in securities 
just the same as there was in 
women’s hats, and _ investment 
trusts are now fashionable. 


I agree with the basic premises 
of Mr. Dutton in this article. At 
the risk of being inconsistent, I 
wish at the same time to cover in 
detail why this firm finds it ex- 
pedient to recommend and sell 
investment trusts, even though 
being in sympathy with Mr. Dut- 
ton’s views. 

In virtually every industry, ex- 
cept the financial industry such 
as banks and insurance companies 
and the like, the leading equities 
are listed on either the New York 
Stock Exchange or the New York 
Curb. The lesser known but stil! 
reasonably prominent companies 
frequently 
the regional exchanges. Tnois nar- 
rows the selection by over-the- 
counter houses to comparatively 
inferior securities. In times cf 
generally rising prices this may 
not be too serious as often the 
under-priced securities show 
greater percentagew se apprecia- 
tion than blue chips, but in times 
of hesitancy and discrimination in 
the selection of securities, it may 
be very detrimental and the lack 
of aggressive market sponsorship 
might necessitate acceptance by 
the stockholder of a price very 
disproportionate to intrinsic 
values in event of a forced sale. 
When you sell a client an invest- 
ment trust, you know that you are 
offering him primarily the leading 
stocks in the United States. 

To be sure the dealer can par- 
ticipate in so-called syndicates 
and new issues. But the oppor- 
tunity to participate may bear no 
relationship to the dealer’s ability 
and other personal qualifications, 
but on the contrary may depend 
on a nebulous thread called 
“connections,” the establishment 
of which might conflict with the 


dealer’s own sense of personal 
dignity. He might feel he pre- 
ferred to stand or fall on his 
merits, particularly if the re- 
muneration involved was so 
meager as to affront his sense 


that after all a laborer is worthy 
of his hire. Or a dealer might be 
preluded from a past-moving syn- 
dicate because of a lack of vested 
“historical” interest in the busi- 
ness. as I believe the parlance has 
it. Furthermore, the subsequent 
market experience of many new 
issues has not been happy even 
though the clinching argument 
with the client has been that ap- 
plication would be made to list on 
the New York Stock Exchange, a 
fact which the salesman can point 
to in the prospectus, which other- 
wise the client perhaps wouldn't 
bother to read at all. 

I believe that the prejudice 
against over-the-counter securi- 
ties as such is increasing on the 
part of the investing public. 
Human nature being what it Is, it 
would be natural that this pre- 
judice could be fostered by so- 
called customer’s men in New 
York Stock Exchange brokerage 
houses, sometimes unwittingly. It 
is often sufficient merely for the 
fact of the security being an over- 
the-counter security to be pointed 


especialiy at the presen. 


list their equities on | 





out to kill a piece of business that | 
you have painstakingly worked | 
up. If the client still feels dis- 
posed to invest some money with | 
you, he may tender you a listed 
order which will prove to be just | 
an expense. You have to execute 
it at a loss because you have your 
overhead and make nothing o. 
the sale. 

To avoid this happening you 
have the alternative of offering 
him an investment trust and your 


basic argument then becomes that, | 


although the investment trust it- 
self is unlisted, at the same time 
the overwhelming majority of the: 
securities in the portfolio are. In 
combating the unlisted feature of 


tne shares themselves, you can use | 


the argument of liquidity through 
the privilege of surrendering the 
shares and getting the asset value 
at any time of your own election. 
So the presence of investment 
trusts on your list may be the 
difference between getting a re- 
munerative order or having the 
fruits of your efforts go to some- 
body else who did not spend 
cent to create the business. 

If you do get an over-the- 
counter order, even though your 
mark-up bears a reasonable rela- 
tionship to the market under the 
deiinition of tiie NASD, the price 
at which you have billed the stock 
will not bear a reasonable rela- 
tionship to the equivalent of tne 


+a] 
a 


New York Stock Exchange com- | 
in that price | 


mission on a stock 
range. If the client checks your 
execution with a customer’s man 
and it is the policy of his firm to 
execute over-the-counter orders 
as an agent and at the regular 
commission 
lost the good will of the client 
entirely, and he may feel that he 
is being robbed. 


that way, particularly @f he has 
exerted no effort or been put to 
no expense to get the order, but 
you cannot. In the presentation 
of trust shares, you have a price 
structure that is immune from the 
inost rapacious competition, be- 
cause the price can neither be 
lowered nor raised by the dealer 
in so far as pricing to the client 
is concerned. 

Mr. Dutton urges a dealer not 
to lose confidence in himself and 
wonders perhaps why one 
may have spent his whole 
time in the investment 
should abdicate his own position 
as an investment advisor to his 
clients in favor of the investment 
trusts and for a mess of porridge, 
considering that he is voluntarily 
freezing the capital since from 
then on the investmeni trust 
makes the portfolio changes. 

I agree again with this position 
except that, with the small in- 
vestor, the investment trust people 
have an unbeatable argument 
since the client does not have suf- 
ficient capital to spread his risk 
among a measurable number of 
securities, but the crux of the 
argument is not the element of 
management but the element of 
diversity. 

As far as I am concerned there 
is nothing sacrosanct per se about 
the managements of investment 
trusts any more than there was 
about the bankers who prior to 
the 1930s recommended and dis- 
tributed serurities among the cus- 
tomers of the bank in competition 

(Continued on page 24) 


life- 
business 





rates, then you may | 


The customer’s | 
man can probably afford to deal | 


who | 


Savings Banks’ Policy in 


Meeting Lower Interest Rates 


By AUGUST IHLEFELD* 


President, Savings Bank Trust Company 


Mr. Ihlefeld, noting recent downward trend in interest rates, recommends as policy for safeguarding 
banks’ earnings: (1) retention of long-term bonds instead of selling them out at premiums; (2) shift- 
ing out of long-term governments only when alternative investments of good quality give much higher 
yields; (3) taking advantage of amendment to New York savings bank law permitting limited pur- 
chase of ineligible securities, and (4) acquiring sound real estate mortgages for increasing yields. 


A drastic. change has taken place in interest rates and bond market conditions since I 


rising. In part, higher interest rates resulted from a larger 


price inflation ® 


and expand- 
ing business 
activity. In 
part, the rise 
in rates was 
brought about 
by increases 
in reserve re- 
quirements of 
member 
banks of the 
Federal Re- 
serve System 
and by other 
steps taken by 
the monetary 
authorities to 
restrict credit 
| in order to combat inflation. As 
| private borrowers offered to pay 
| higher rates of interest, institu- 
tional investors were tempted to 
sell United States Government 
'bonds so that they could reinvest 
at nigher rates of return. Only 
| the purchase of billions of dollars 
of Treasury bonds by the Federal 
Reserve banks prevented a more 
severe decline in the government 
bond market, and a more pro- 
nounced rise in interest rates, 
during 1947 and 1948. 

*An address by Mr. Ihlefeld at 
the Annual Meeting of Group V, 
Savings Banks Association, Brook- 
lyn, N. Y., Sept. 27, 1949. 





August Ihlefeld 


— \had the privilege of speaking to this group one year ago. At that time, interest rates were 


demand for funds caused by 





Today, we ftace radically 
changed conditions. The recession 
in business and commodity prices 
has cut down private demands for 
funds. Business loans by com- 
mercial banks declined by more 
than $2 billion during the {first six 


months of 1949. Simultaneously, | 


the Federal 
have acted vigorously to combat 
deilation through such steps as 
reducing the legal reserve re- 


Reserve authorities | 


quirements of member banks and | 


changing open market policy. 

The reversal of economic trends 
and credit control policies during 
the early months of this year has 
causea banks and other financial 
institutions to bia actively 


for | 


government securities once again. | 


For several months, the Federal 
Reserve banks sold government 
bonds freely to prevent prices 
from rising much above the prices 
at which they had been pegged 
in 1947 and 1948. Thea, on June 
28, the Federal Open Market 
Committee dramatically an- 
nounced, in effect, that the policy 
of selling government bonds by 
the Federal Reserve banks would 
be halted. 

On June 28 the Federal Open 
Market Committee made a sig- 
nificant statement which sum- 
marizes present Federal Reserve 
policy in three sentences. The 


first tells us that the Reserve 
banks will operate “with primary 
regard to the general business and 
credit situation,’ which means 
that they will favor low interest 
rates so long as a business reces- 
sion or depression is in evidence. 
The second sentence says that the 
Reserve banks still mean to main- 
tain “orderly conditions in the 
government’ security market,” 
which could mean that in the 
event of future weakness prices 
would be pegged again. And the 
third sentence makes it clear that 
a fixed pattern of interest rates is 
not desired whenever this “has 
the undesirable effect of absorb- 
ing reserves from the market at a 
time when the availability of 
credit should be increased.” 

The Victory bonds have risen 
almost 3 points above the pegge 
price of 100%, and other govern- 
ment securities have advanced 
proportionately. The Treasury has 
reduced the interest rate on new 


offerings of certificates of in- 
debtedness, the latest offerings 
being at 1%% instead of the 
144% vwreviously paid. 


The return to a policy of fos- 
tering lower interest rates coin- 
cides with a rettrn to deficit fi- 
nancing by the Federal Govern- 
ment. Indications are that the 

(Continued on page 25) 

















September 27, 1949. 


LEHMAN BROTHERS 


856,895 Shares 


Common Stock 


(without par value) 








This advertisement is under no circumstances to be considered as an offering of these 
securities for sale, or as a solicitation of an offer to buy any of such securities. 
The offering is made only by the Prospectus. 


The West Penn Electric Company 


468.621 of the above-mentioned shares are being offered by the Company to 
its Common stockholders at the rate of one share for each five shares of Com- 
mon Stock held of record on September 22, 1949, with an over-subscription 
privilege, at the Subscription Price of $23.625 per share. 


388.274 of the above-mentioned shares plus any of the 468,621 shares not 
ceubscribed for pursuant to the Subscription Offer are being offered by the 
Company in exchange to holders of its 6% and 7% Cumulative Preferred 
Stocks and Class A Stock at the rates set forth in the Prospectus. 


The Subscription Offer and Exchange Offer will expire at 3:00 p.m., New 
York City Time, October 7, 1949. 


Prior to the expiration of the Subscription Offer and the Exchange Offer, the Representa- 
tives of the Underwriters may offer and sell Common Stock, by general public offering, for 
long or short account. pursuant to the terms and conditions set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


GOLDMAN, SACHS €# CO. 
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Now that in the field of the 


By WILLIAM J. McKAY 


Securities 














foreign exchanges the tumult omit | 


the shouting has subsided a calmer appraisal of the post-devalua-| 


tion scene is now possible. 


Canada, were taken unawares. Ii® 
sterling had been devalued by | basically sound security. For ex-| 
only 20% as generally anticipated, ample, the holders of the Do-'| 
a 10% adiustment of the Cana-' minion 3’s of 1952, called for re- 

cian dollar would be entirely log- demption Oct. 1 next and 4'4’s of 
ical especially as it would also i959 called for payment Nov. 1 
have afforded a convenient op- | were unable for the most part to) 
portunity to correct the hasty up- | take advantage of the attractive 
ward revaluation of July, 1946. level of free funds prior to the 


With the drastic British cut of 
30% however a Canadian adjust- 
ment of 15% would appear to be 
a more realistic realignment and 
would place the Canadian dollar 
in its traditional position midway 
between the U. S. dollar and the 
pound. 

As it is, as far as foreign trade 
is concerned Canada in the post- 
devaluation period, starts with 
an export handicap of 20% in 
competition with those countries 
that faithfully followed the Brit- 
ish example. It is doubtful also 
whether the 10% advantage in 
comparison with the U. S. dollar 
will be instrumental in expand- 
ing sales to this country to any 
important degree as Canada’s 
staple exports here are already at 
a peak level. In certain instances 
moreover, Canadian exports are 
beginning to feel the impact of 
growing U. S. surpluses which 
tend to minimize dependence on 
Canadian sources of supply. It is 
also problematical whether the 
10% #£«xdifferential will enable 
Canadian exports to compete suc- 
cessfully in many lines with those 
of this country. 

In the equally important field 
of capital investment Canada’s 
position following the 10% ad- 
justment has not materially added 
to the attraction of investment 
north of the border. Since the de- 
valuation the discount on free 
funds has increased only by ap- 
proximately 5%, and Dominion 
internal bonds are cheaper only 
to the extent of 2%. Consequently 
the devaluation of the Canadian 
dollar has not improved the 
chances of an important new in- 
flux of capital funds. 

Recent events also have served 
to throw into sharp relief the in- 
adequacy of the free Canadian 
dollar market as a channel for 
the movement of U. S. investment 
funds, Particularly in the case of 
investment in Dominion internal 
bonds the narrowness of this mar- 
ket and its susceptibility to sharp 
fluctuations serve only to under- 
mine investor confidence in a 
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By all accounts the extent of the 
in the pound was totally unexpected, 


slash 


and many countries, including | 





| volume of U. S. 











devaluation owing to the absence 
of a market for funds for future 
aeliveries. 


It is now clearly apparent that | 
York market for Cana- | 
dian free funds is no longer suf- | 


the New 


ficiently broad to sustain the ex- 
isting volume of business, nor 
does it provide the stability that 
is desirable in 
new investment funds. Under 
present conditions the pressure of 
any heavy investment demand 


can drive the rate to the official | 
unlimited | 


level at which an 
supply is available. On the other 
hand heavy liquidation of inter- 
nal bonds or large scale maturi- 
ties or redemptions give rise to 
a one-way market in the 


ever there is no effective check in 
the shape of official control. 


Greater protection has been 
given to the U. S. holder of 
Canadian internal bonds as a con- 
sequence of the recent restitution 
of the privilege of registration 
with the Foreign Exchange Con- 
trol Board: at the time of pur- 
chase, bonds thus recorded can 
then be liquidated on the Cana- 
dian Government bond market. 
The proceeds, however, can only 
be sold on the narrow and widely 
fluctuating free market for Cana- 
dian funds in New York. There 
would appear therefore to be a 
strong case for the abolition of 
the unsatisfactory unofficial dol- 
lar market and for the institution 


of one rate for both commercial 
and financial transactions. <A 
lower single exchange level 


would attract a sufficiently large 
investment funds 
to offset Canada’s chronic deficit 
on U. S./Canadian commercial 
account. 

During the week the external 


section of the bond market was 
inactive but prices were well 
maintained. The internals like- 


wise were strong on a small turn- | 


over. Free funds after initial 
weakness following the devalu- 
ation of the official dollar sub- 
sequently strengthened as a re- 


sult of extreme scarcity of cash 
funds. Offerings for future deliv- | 


ery on the other hand encount- 
ered negligible demand. As a re- 
sult of heavy liquidation from 
London of C.P.R.’s and Brazilian 


|Tractions that were ultimately 


arbitraged in New York the cor- 
porate-arbitrage rate strength- 
ened to 13%—12%. Stocks after 
earlier buoyancy in the _ golds, 
base-metals and Western Oils 
| subsequently turned generally | 
tower. The reaction in the golds 
was notably sharp on the an- 
nouncement of official intention 
'to allow the Gold-Mining Emer- 
| gency Assistance Act to lapse at 
the end of the year. 


Chicago Exch. Members 


| CHICAGO, ILL.—The Executive 
Committee of the Chicago Stock 
|Exchange has elected to member- 
| ship the following: Clair F. Cas- 





| 
| 
| 
| 


|sell, President. C. F. Cassell & 
|Co., Inc., Charlottesville, Va.; 
James J. McNulty, President, | 


James J. McNulty & Co., Chicago, 
Ill.; Sherwood B. Davidge, Moore 


& Schley, New York, N. Y.; Erwin | 


|A. Steubner, Kidder, Peabody & 
Co., Chicago, Ill, 


order to attract | 


Oppo- | 
site direction. On this side how- | 


By HARRY R. TEMPLETON* 


Vice-President, The Cleveland Trust Company 


Commenting on developments in mortgage financing, Midwest banker points out tendency is to make 


| ‘Mortgage Industry—No Longer a Free Agent 


such credit matter of welfare to which risk it not prime consideration, and therefore mortgage business 

for number of years past has not been a free agent exercising independent judgment as to quality of 

| loans. Says there'll be really constructive job for mortage bankers when mortgage default period comes, 
when lenders should again assert their independence. 


The subject before you is 


“Opportunities and Responsibilities 


” in the coming decade. 


| But as our opportunities will depend greatly upon how well we take care of our responsibili- 


‘ties, let us first think of these. 
anad?— 


ourselves 
our portfolios 
for the next 
mortgage de- 
fault period. 
Some be- 
lieve there 
will never be 
such a period 
again for 
there are 
those who de- 
clare our 
‘*m@ 
economy” has 
brought about 
a “new way of 
life” so that 





: Templeton 


and recessions will not occur. 

In the 1920s, many of our real 
estate and mortgage 
fancied the idea that we had 
reached “a new way of life and 
a new level of prices.’ But in 
the 1930s one of the worst depres- 
sions in real estate occurred. 
| Let’s take a look at the condi- 
tions under which we have been 
making mortgage loans during 
the past number of years. 


people | 
/head and profit, 


anaged|! 


| 


'dustry questioned 


We have found it necessary to} 


support Our prosperity by deficit 
financing. By some magic form- 
ula we are to keep wages high 
and prices low, pay penalty taxes 
for the priv rilege of taking risks 
and still make provisions for the 
replacement of things that wear 
out. We are to maintain full em- 
ployment at high wages—under 
rules laid down by theorists 
rather than by practical men of 
experience —or the government 
will. 

Military expenditure, while un- 
doubtedly necessary at this time, 
leave no continuing wealth to 
offset the debt created. 


We are maintaining our export 
trade by loans and_= subsidies. 
We have supported the construc- 


tion industry by making possible, 
through government guarantees, 
a great flood of mortgage money 
for home building as unprece- 
dented terms and at low inter- 
est—by ignoring the principles of 
;}sound ownership and by govern- 


ment agencies conducting the} 
greatest propaganda program of 
all times. 


Mortgage Money Plentiful 


While everything else has been 
in short supply, mortgage money 
has been plentiful. While every- 
thing else has been high in price, 
money has been low in cost. 

When _ speculative’ price in- 
|creased with demand; when con- 
|tract building was entered into 
only under a cost-plus contract 
|}or a contract wth an escalator 
clause; when material prices in- 
creased without warning; when 
| sub-contractors changed prices 
| with what seemed unnecessary 
| frequency and when labor in- 
| sisted on wage negotiations and 
| increases each year, money was 
|either declining in cost or 
|maining stationary at a 
lower than ever before. 


This, however, did not prevent 
other parts of the construction in- 
dustry from originating and sup- 
porting an effort to lower the 
already low interest rate and ex- 
tend the term of repayment so 
that mortgage debt could be 
}more easily carried. They called 
it “decreasing the cost of hous- 


re- 
level 


*An address by Mr. Templeton | 
before the Mortgage Bankers 
Association, Chicago, I1l., Sept. 21, 
1949, 





| 
| 


| 


|of them... 


ing.’’ Continuous effort has been 
exerted (and was successful) to 
increase the ratio of mortgage to 
price and thereby decrease the 
amount of down payment re- 
quired to purchase a home. 
Now this may be an unselfish 
desire on the part of some seg- 
ments of the building industry 
to permit a greater number of 
our citizens, to share the pleasure 
of these 
a greater amount of debt, or it 
could be an effort to increase 
sales by making it possible to sell 
higher priced houses to persons 


¢ with smaller cash or asset accu- 
depressions) 


mulation. But mortgage bankers 
have been asked to accept a fixed 
return, for a period of 20 to 25 
years, to cover their costs, over- 
and this at a 
time when the construction in- 
its ability to 
figure accurately its own costs, 
over-head: and profits as of to- 
morrow. 

We have been asked to believe 
that it is perfectly safe to make 
a full loan against a man’s pres- 
ent income. But this would make 
it impossible for him to accu- 
mulate a nest egg against un- 
known contingencies. We have 
been importuned by speculative 
builders and badly-advised pros- 
pective borrowers to add over- 
time or problematical income 
from other activities, or the wages 
of a twenty-year-old bride to 
basic income to qualify a larger 
mortgage. 


We have been asked to believe 
that there will be no period of 
unemployment, no illness of the 
wage-earner, no illness in his 
family causing heavy drain on 


his budget and no other upsets of 
any kind to disrupt his plans. 
Miles Colean states it very well 
when he says “the tendency is to 
make credit a matter of welfare 
to which risk is not a prime con- 
sideration, rather than one of 
hard business in which risks must 
be calculated and terms set ac- 
cordingly. In following the wel- 
fare approach, especially favor- 


|able lending terms are set up for 
special classes of borrowers, not! 


in respect to their relative re- 
sources, but to their relative lack 
;° 

In our own shop, we have en- 
deavored to co-operate with the 
program to furnish housing for 
our returned veterans. 
have always disagreed with the 
wisdom of the Servicemen’s Re- 


veal estate, I have felt that it 
was something given to the vet- 
erans and that, as a mortgage 
lending institution, it was our 


way possible. This assistance, to 
my mind, did not include making 
them loans that would be unwise 
for them. We may have erred in 
this respect on some of the loans 
made, but have tried to be con- 
scious of our obligation. 

Nor did we believe that assist- 
ance to the veteran included 
making loans where the sale was 
obviously to the benefit of the 
seller. 


cluded making loans not suffi- 


own portfolio. I refer, 


| others, 


among 





FNMA and made, presumably, for 
ithe profit from the commission 


lower interest rates on | 


While I| 


|I have not used the 


adjustment Act as applying to. 


obligation to assist them in every | 


The most important one at this time is the preparation of 


collected from the seller or the 
builder. 
We have made Class 501 loans 


for 100% of the selling price, but 


these loans were for our Own 
portfolio and any of them re- 
rnaining unpaid are now in our 


portfolio. We made them when it 
was our belief that making the 
loan was to the benefit of the 
veteran and where the other fac- 
tors including price and ability 
to carry the debt were favorable. 


Independent Judgment Lacking 

The mortgage finance indus— 
try has not been, for a number 
of years, a free agent exercising 
its independent judgment as ta 
the quality of mortgage loans. 
Our mortgage practices have been 
increasingly influenced by the 
welfare approach and it my be- 
lief that therefore the goodness 
of the portfolio has been diluted, 
and future problems have been 
multiplied. 

If these are facts, and I believe 
them to be, then we must be 
diligent about putting our port— 
folios in the best condition pos— 


sible. Now is the time either to 
cure the “chronic delinquent” and 
the “chronic late payer” or re- 
move his loan from your portfolio. 
Some day you will! need all the 
time you have to give to your 
duties—full time plus many extra 
hours, assisting worthy pbvurrowers 
who are the victims of a recession 
or depression; through nro direct 


fault of theirs, but responsible for 
the fact that they cannot pay their 


egreed payments according toa 
schedule. 

So today, while we can, we musf 
service our loans, educate our 
borrowers to pay on due dates and 
weed out our “chronics” so that 
we may dco a reaily constructive 
job of loan service when that 
mortgage default period arrives. 

We believe that one of the 
responsibilities of the “next 
decade,” in connection with our 


conventional loans, where the de- 
cision is our own, will be to ad- 
just our payments to meet the 
“then” ability of the borrower. 

In regard to insured and guar— 
anteed loans, it is our hope that 
those agencies are preparing a 
program that will permit prompt 
adjustment of payment require- 
ments if necessary, and that too 
much delay will not occur in put= 
ting such a program into effect. 

I have used the word “permit.” 
word “re= 
quire” or any word of similar 
sense which might be construed 
as a mandate. This program should 
be permissive and not mandatory. 
| The mortgagee is in the best posi- 
tion to judge the circumstances of 
the borrowers and to determine 
the necessity and amount of the 


| deferment, 


Neither did we believe | 
that assistance to the veteran in- | 


Speed in putting into effect 2 
payment adjustment, when neces— 
sary, is of great importance. It 
should be worked out so that 
there is no default and that ad- 
justed payments continue without 
interruption. An _ uninterrupted 
payment program, adjusted to 
meet the “then” ability of the 
borrower, will in most cases, 


|cause him to retain faith in his 


ciently good to be placed in our / ments, 


_ crease 
to loans made with the | 
sole intent of selling them to the | 


property, to continue his pay- 
and will materially de- 
the possibility of fore~ 
closure. 

A reduction in foreclosures will 
keep many properties off the mar= 


(Continued on page 19) 
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SECURITIES TRADERS ASSOCIATION OF DETROIT, MICH. | 

A joint meeting of the board of directors for 1949, the newly | 
elected directors for 1950, and all past Presidents of the Securities | 
Traders Association of Detroit and Michigan, Inc., was held at The | 
Olde Wayne Club at noon Monday, Sept. 12, 1949. 





Charles C. Bechtel George J. Elder Edward J. Miller 


H. Schollenberger 


The meeting was presided over by President H. Terry Snowday, 
E. H. Rollins & Sons, and the following officers were elected for 
the coming year: 

President—Charles C. Bechtel of Watling, Lerchen & Co. 

Vice-President—George J. Elder of George A. McDowell & Co. 

Treasurer—Ed. Miller of Andrew C. Reid & Co. 

Secretary—Herbert Schollenberger of Campbell, McCarty & Co. 

Harry B. Buckel of Carr & Co. was appointed Chairman of the 
Program Committee, and George Reuter of Baker, Simonds & Co., 
Chairman of the Membership Committee. 

A very enjoyable lunch was served, spiced by frequent criticisms, 
both constructive and otherwise, by some of the past Presidents. 


NATIONAL SECURITY TRADERS ASSOCIATION, INC. 


The National Security Traders Association announces that Con- 
vention registrants not riding the Special Train but who are going 
direct to Denver should notify Phillip J. Clark of Amos C. Sudler 
& Co., Denver, to insure reservations for “A Day in Denver.” Such 
registrants must also advise Larry A. Higgins of Hulburd, Warren 
& Chandler, Chicago, if they wish to board the Special Train from 
Denver to Colorado Springs. 

It is understood that the temperature during the day will be in 
the 70s and a light topcoat is necessary for evening use. Sports 
clothes will be in order and cowboy outfits, dungarees, etc., wil] 
be suitable tor the steak fry on Thursday night. The dinner party 
on Saturday evening is informal, however the ladies may dress as 
they desire. 

The “Bathing Suit Review” scheduled for Saturday at 3:00 p.m. 
will be under the direction of Donald C. Sloan of Sloan & Wilcox. 
Portland, Ore. Several 1890 vintage suits, furnished by the Jantzen 
Company, will be available, but everyone is invited to participate 
and bring their own suits. 


Led by Charles G. Scheuer cf Scheuer & Co., Chicago, a bowling 
tournament will! be held offering prizes for the winners. All affiliates 
have been notified of this contest and several teams have been 
entered. A limited number of bowling shoes will be available, how- 
ever please bring your own if possible. 

A very special event is scheduled and entrants should com- 
municate with Stanley Rogenburg of Rogenburg & Co., New York 
for tickets or they can obtain tickets from Arthur Sacco of Detmer 
& Co., Chicago, or Samuel K. Phillips, Jr., of Samuel K. Phillips 
& Co., in Philadelphia. While a few sets of golf clubs may be rented, 
entrants are urged to bring their own clubs if possible. Handicaps 
will be accepted under oath. 

All past officers and members of the Executive Council will be 
expected to attend the breakfast on Thursday morning at 8:00 a.m 


— 





| Dec. 4-9, 1949 (Hollywood, Fla.) 


COMING 


EVENTS | wood Beach Hotel. 


In Investment Field 


| Dec. 9, 1949 (New York City) 
New York Security Dealers As- 
sociation 24th Annual Dinner ai 








Sept. 30, 1949 (Pittsburgh, Pa.) 
Bond Club of Pittsburgh Fal 
Outing at Chartiers Country Club 


Oct. 5-9, 1949 (Colorado Springs 
Colo.) 
National Security Traders As- 
sociation Annual Convention at! 
The Broadmoor Hotel. 








With Waddeil & Reed 


(Special to Tue Financia, CHRONICLE) 








Oct. 11-13, 1949 (Atlantic City, | Reed, Inc. 
N. J.) : ee 
Fall meeting of the Board of | With Edward D. Jones Co. 
Governors of the Association of | Ginette Gin Wtinciens, Caisana 
a Exchange Firms at Haddon | BELLEVILLE. Ill. — Herschel | 


|P. Denton, Jr. is now with Ed-| 
|ward D. Jones & Co., St. Louis. | 


Oct. 12, 1949 (Dallas, Tex.) 

Dallas Bond Club Annual Fall} 
Field Day at Northwood Country, 
Club. 





With Perkins & Co. 


(Special to Tue FrnanciaL CHRONTCLE) 


Oct. 20, 1949 (St. Louis, Mo.) 
Annual meeting and election of | BOSTON, MASS. — Alfred A. 


officers of Security Traders Club Wuorela is with Perkins & Co.,| 


of St. Louis. {31 Milk Street. 





Role of Government in Housing 


By RAYMOND M. FOLEY* 


Housing and Home Finance Administrator 


Denying Federal housing legislation is threat to private enterprise, Mr. 


Foley says real threat is short- 


sightedness and opportunism of sections of home building industry. Urges private industry cooperate 
with Federal Housing Administration. Predicts housing costs will come down and urges most liberal 
mortgage financing terms in lower price field. 


In discussing the assigned topic “The Role of the Govern 


ment,” I am particularly glad 


to be afforded the opportunity of expressing, at this time, some views of my own and of 


| in housing fi- 


| served a fair- 


| tallizing 
|}aection and 
| opinion out of 
| the 


the Housing and Home Finance Agen 





| Investment Bankers Associatior | 
Annual Convention at the Holly- | 


the Hotel Pierre Grand Ballroom 


| HAINES CITY, Fla. — Charles | 
|M. Burnett is with Waddell & 


» 





cy. In the past few years we have seen significant 





developments 


nance and 
production. 
We have ob- 


are one. 

I declared then that the indus- 
try was seeing ghosts. Events 
have proved I was right. The 
| over-all housing agency has 
| worked successfully in the inter- 
est of the whole public, and it in- 
| tends to continue doing so. 


ly rapid crys- 
of 


flux of 
conditions, 
e x periments 


No Threat to Private Enterprise 





and experi- | There was tremendous concern 
ence of ithe over public low-rent housing pro- 
past decade. |posals and over slum-clearance 
We have and research proposais. 

come through Raymond M. Foley These, too, were painted in 
a period of J blackest shades as a looming 
high controversy, especially on|threat over private enterprise. | 
legislative issues, fundamentally | Out of fifteen years of close- 
based upon the determination of range experience in responsible | 
a national policy with reference | capacities with the problems in- | 





to housing. | volved—social, economic, finan- 

That issue has been met andj|cial, physical and _  govern- 
decided by the Congress in the! mental, I testified repeatedly | 
passage of Public Law 171. Over| before the public and_ before| 


Congress that these fears, 
were unfounded. I believe they 
are so today and will ‘remain 
so—unless we are ready to as- | 
sume that private enterprise has 


the years there were a variety of too, | 
controversial issues in the legis- | 
lative proposals that made up so- | 
called comprehensive legislation. | 
One of them was the proposal for | 
a peace-time permanent over-ail | lost its resourcefulness and viril- 
agency on housing. That was sep-|ity and is unwilling to take a 
arately settled when the Hous- | long-range view of its opportun- 
ing and Home Finance Agency )|ity and both a long-range and 
was established. There was grave | short-range view of its respon- 
apprehension voiced by  some| sibility. The real threat to pri-| 
spokesmen of the industry that | vate enterprise in the housing in- 
such a plan would result in a dic- | dustry is not in Public Law 171, 
tatorship — a tyranny over the | nor in the interpretation of their 

task that may be adopted by its 

*An address by Mr. Foley be- | administrators. 

fore the Mortgage Bankers As-| The real threat is to be found 
sociation, Chicago, Ill., Sept. 21, 'in shortsightedness and opportu- 
1949. |nism on the part of some of the 





varied elements of the home- | homebuilding 
| Sudiding industry, of which you |tioners. How many of you have 

|made a study of Public Law 171 
for yourselves individually rather 
|than accepting its appraisal by 
/someone else? Those of you who 


industry’s practi- 


know the law, its history and 
background, know there is one 
chief basic reason why it is on 


'the statute books of the Nation. 


That reason is that decent hous- 
ing has too generally cost too 
much for the incomes of a great 
proportion of our people. I don’t 


_mean just shelter. I mean decent 
housing in the modern American 


sense. If such housing were prac- 
ticably available for all, there 


| would have been no need for en- 
j}actment of the law. That is the 


basis of the Declaration of Na- 
ional Housing Policy in the law. 
It is the basis of the research pro- 
vision. It is the reason for enact- 
ment of such devices as the pub- 
lic low-rent housing and slum- 
clearance provisions. 

Important as low-rent housing 
and slum clearance are, in the 
long run the most impcrtant parts 
of the law, in results achieved, 
may well be the declaration of 


policy and the research provi- 


sions. 

As men responsible for billions 
of private money lending on the 
basic security of America — its 
homes—I recommend that you, 
individually, study all its provi- 
sions—but especially those two. 
You will find in them, I think, 


| the vital challenge to you and to 


all others in related housing 
fields. You will find in them also 
(Continued on page 32) 








New Issues 
sv ey eee 


100,000 Shares 4.65% Cumulative Prefe 
(Par Value $100 per Share) 


Price $103.50 per Share 
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Dollar Gap and United States 
Private Investment Abroad 


By PAUL EINZIG 


Dr. E’nzig contends U. S. private investment abroad is not likely 

to play subsiantial role in closing dollar gap, since American inves- 

tors are conscious of political risk in Europe and Asia. Cites 

unwillingness of private investment te compete with government 

operated enterprises, but sees remote possibility of joint American- 
British exploitation of Africa’s resources. 

LONDON, ENG.—One of the most widely advertised ‘achieve- 
ments” of the Washington financial talks has been the understanding 
reached on the encouragement of American private investment in 
britain and the sterling area. The subcommittee appointed for the 
€ X 4a miinacion —— : —_ 
of this ques- Communist menace. But it would 


tion was che be idle to expect a flow of Amer- 
first to pro- ican money, running into billions 
duce its re- of dollars per annum, to Europe, 
port which, Asia or Australia. The only con- 


acc ordingly, 
received wide 
publicity. Yet 


tinent on the Eastern Hemisphere 
which might attract American 
private capital on a large scale 








on closer ex- is Africa, so long as it remains 
amination it relatively immune of _ political 
appears that risk. It is, in fact, the British 
mo carly re- Colonies in Africa which are 
fief and rela- mainly in the minds of most 
tively little people in London when _ they 
long - range think of the possibility of solv- | 
relief can ing the dollar problem with the | 


reasonably be Dr. Paul Einzig 
expected 
from this agreement. 

Beyond doubt, the principle of 
encouraging the investment of 
American private capital abroad 
is important. Judging by the at- 
titude of Congress, the American 
taxpayer is becoming increasing- 


aid of American 
ment abroad. 
Unfortunately even in this re- 
spect, there can be no hope of 
immediate relief on a large scale. 
It is likely to take years before 
the possibilities are adequately 
explored and practical plans are 


private invest- 


jy reluctant to finance the Amer- known continent, and a careful 
ican export surplus. Between the study of the possibilities must 
two wars it was the American in-| precede any concrete’ transac- 
vestor who financed it to the ex- ticns. The failure of the Brit- 
tent of many billions of dollars, ish Government’s £ 20,000,000 


much of it has hecome irretriev- 
ably lost. From the point of view 
of the national wealth of the 
United States it makes no differ- 
ence whether the dollars needed involved. 
for the financing of the “dollar is 
gap’ are provided by the Amer- 
ican taxpayer or by the Amer- 
ican investor. So long as the 
United States continues to have 
an export surplus somebody has 
to finance it, and it would be a 
greai relief to the Administration 
and Congress alike if the private 
invesior relieved them of a large cessation of the flow of dollars 
part of the unpopular burden of as a result of setbacks. 
providing the means of filling the In any case the guarantees to 
“dollar gap.” be offered must be much 
To imagine, however, that the 
American private investor will 


ground-nut scheme in East Africa 
should serve as a warning against 
rushing into Africa without an 


essential that American capi- 
tal and enterprise should not be- 
come discouraged by such fail- 
ures. From that point of view, 


Even though it would provide 
much-needed dollars to the Ster- 
ling Area at a compaiatively early 
date, but only at the risk of a 


. | tal 


completed. Africa is still the least | 


adequate study of all the factors | 


Taking a long view, it | 


undue haste would be deplorable. | 


more | 


specific than those foreshadowed | 
in the preliminary statements, be- | 


| long-range prospects of American 
investment in the Sterling Area 
were to be sacrificed for the sake 
ot immediate relief, by attracting 
investment, the success of which 
is not adequately assured. 

In practice an efiective appli- 
cation of the principle of non-dis- 
crimination would wo1k out as an 
actual discrimination in favor of 
American enterprise compared 
with British private enterprise. 
This is what has already happen- 
ed in respect of the nationaliza- 
‘tion of the British iron and steel 
industry. The Ford Works of 
Dagenham have been exempted 
from nationalization even though 
British works belonging to the 
same category were included in 
‘the scheme. Should the same 
principle be applied more widely 
to American capita! in Africa and 


elsewhere. it seems probable that | 


British business will seek the 
partnership of American business 
as an insurance against being 
placed at a disadvantage. A joint 
American-British exploitation of 
Africa’s resources would indeed 
be a good solution. 
be resorted to, the right 
| the wrong reason. 

Such developments are bound 
o be slow, however and it is im- 
| possible to foresee at the pres- 


|ent stage, the pace and extent tec | 


| which the flow of American capi- 
| will contribute towards ihe 
| solution of the dollar problem. It 


|is at best a most uncertain factor. | 


|and it 


| 


would be a mistake .o 
rely on it unduly even as a long- 
range solution and to neglect 
|other possible measures in 
| hope that the flow of private cap- 
| ital would fill this gap. 


Thos. Grahem Heads 
‘Sinking Fund Comm. 


LOUISVILLE, KY.—At the 
‘regular meeting of the Sinking 
Fund Commissioners held at the 


City Hall Annex on Sept. 21, 1949 
T h omas 
Graham 

President ol 
The Bankers 
Bond ox, 
Vas elected 
President of 
the Sinking 
Fund Com- 
mission of the 
city of Louis- 
ville, succeed- 





‘ . ; ing Wilbur C. 
embark on large scale foreign in- fore American business men and Fisher. Vice- 
vesiment, comparable with that of investors are likely to be at- | Ne, President of 
the ‘twenties, would be sheer tracted. They are not likely to be | ### : 


wishful thinking. Possibly Amer- 
ican private capital might flow, 
in moderate streams, into Can- 
ada and some of the “soundest” 
Latin American countries. It is 
not likely to flow to any sub- 
stantial extent to countries out- 
side the Western Hemisphere. 
American investors are likely to 
remain conscious of the political 
tisk that undoubtedly exists in 
¥urope, Asia and Australia. That nation in 
factor alone is likely to reduce tal 
the flow of American private cap- 
ital to little more than a mere 
trickle, unless some guarantee is 
devised to insure the investors 
against the risk of Communist 
invasion or infiltration. No such 
guarantee is envisaged in the of- 
ficial statements issued at’ Wash- 
ington. he safeguards against 


non-discrimination. 
ness men recently returning from 
the United States have the im- 
pression that American 
men are fully alive to the disad- 


has to face in 
the Government is 
business activities. 
that nationalization or 
favor of British capi- 
and enterprise are not the 
only threats against which they 
have to safeguard themselves. Be- 
fore investing their capital they 
will want to ensure that they will 
not be victimized through an un- 
fair allocation of priorities re- 
garding transport facilities, raw 
material and labor resources con- 
trolled by the Government. Brit- 


satisfied with vague assurances of | 
British busi- | 


business | 


vantages which private enterprise | 
a country where | 
engaged in| 
They know, 
discrimi- | 


the Liberty 
National 
3ank & Trust 
Company. 
The Sinking Fund Commission- 
ers are, 
E. L. Gorman, who wes elected 
| Vice-President of the Commission 


Thomas Graham 


Comp:ny; Charles P. Farnsley. 
Mayor; and Dann Byck, President 
of Byck Bros. & Co. and 








| opening chapter of the Annual Report 


Should it | 
ching | 
| wold be happening once more for | 


| P 
the | greater discrepancy bet 
| for 
| for 


| many 


in addition to the above, | 


and who is a director of the Stock | 


Yards Bank, President of the 
|Bourbon Stock Yards and Vice- 
President of Emmart Packing | 


| which the Fund was established. 
Pres- | 


International Monetary Fund Analyzes 
International Payments Problem 


Camille Gutt, the organization’s executive manager, in Annual Re- 
port to the Board of Governors, concludes constructive solution io 
the problem requires deficit countries to do all they can to make 
more of their oulput available for export and offer it at prices which 
will compete in dollar markets. Says problem cannot be met by 
further restrictions and discriminations. 

The problem of international payments is discussed freely in the 

of the International Moretary 


Fund cover- ° 

ing the year s to pay for imports. This has to be 
ended April done on the basis of efficiency and 
30, 1949, and economy in providing export 


submitted by 
Camille Gutt, 
Chairman of 
the Executive 
Board to the 
Board of Gov- 
ernors on July 
5, but which 
was only made 
public on 
Sept. 13 at the 
Annual Meet- 
ing of the Fund 
being held in 


goods at competitive prices. 
Expansion of international trade 
on a multilateral basis can con- 
tribute to the promotion and 
maintenance of high levels of em- 
ployment and real income and to 
the development of the productive 
resources of all countries. In fact, 
however, dependence on bilateral 
trade and inconvertible currencies 
is far greater now than before the 
war. Unless positive steps are 
taken to secure a better valance 
in international payments, such 





Camille Gutt 


Washington. restrictions may be intensified as 
The full text of this chapter is foreign aid declines, resulting | eh 
yrinted below: a shrinkage and further distortion 


of world trade. 
The International Payments 2 : 
Problem Prezress in Production 

The unbalanced conditions which In the immediate postwar pe- 
have characterized the world eco- riod, the restoration of both inter- 
nomic situation since the end of nal stability and external balance 
the war still prevail. In many Was hampered in many countries 
countries there remains a striking by the temporary inadequacy — 
liscrepancy between demand and production. The years since a 
productive capacity, and an even end of the war have seen some 
‘een need notable achievements in tne ex- 
imports and capacity to pay pansion of output. The progress 
them. Until effective meas- noted in last year’s Annual Report 
Ires are taken to meet these was generally continued in 1948 
‘losely related problems, there can and in the first half of 1949. —_ 
de little hope of achieving the ex- In most European countries, 
yansion of world trade on a multi- wartime damage to basic produc- 
lateral basis, which is one of the tive equipment has been repaired, 
Fund’s objectives. and the working stocks required 
before the war. interna- for a smoothly operating anenny 
economic relations had be- have been largely restored. aa 
excessively restrictive. In| effects 0 the anpenee Beer 1 
instances the maintenance Programs ol investment — all 7 a 
of a precarious balance in inter- ally becoming apparent. In nearly 


Even 
tional 
‘ome 


‘ fur » industrial proeduc- 
national payments depended large- all of nig daenties Pas nage a 
lv upon the support of high tariffs. “On 1s Now considerably oe 
import restrictions, and exchange 1927 level. Agricultural produc- 

pC s Ss, an =xcnange ‘ a > aaa : pa art 
controls. The war added the even "OM, = the rig ier ice, is 
?reater difficulties arising from pr gy whe at "a it pst poses a ears 
. . . ’ Stiit ye LOW é 2 W «< Years, 
destruction and disruption, the loss toni : ies 
; eruption >? and the difficulties thus created 


of overseas resources, and the rup- 
ture of long-established trade con- 
nections. Moreover, in many coun- 
tries, the urgency of the interna- 
tional payments problem was over- 
shadowed by the inadequacy of 
postwar production to meet great- 
ly increased needs. Nearly every- 
where, the problem was accentu- 
ated by monetary policies which 
encouraged relatively excessive 
consumption and investment. 

The difficulties of the postwar 
period are greater than foreseen 
at the time of the Bretton Woods 
Conference. That is all the more 
reason for the Fund and its mem- 
bers to make special efforts to en- 
cure that these times of change 
and adjustment are marked by 
progress toward the purposes for 


are especially acute where there 
has been a rapid growth of popu- 
lation. 

In some areas which labor ur- 
der unusual difficulties, even the 
preliminary task of restoring pro- 
duction and productive efficiency 
has only begun. The economies of 
Germany and Japan, for example, 
were to a large extent undermined 
and destroyed by the war; and 
though rapid progress has been 
made in Western Germany in the 
last 12 months, production is still 
well below prewar. A large part 
of the Far East has been troubled 
by civil conflict, and the economic 
consequences of these disturb- 
arces affect the whole world. 

Not only in the areas disrupted 
by the war is an expanding vol- 


> of pr ti sential for a 
In many countries directly affect- U© of production essentia 


nationalization, discrimination and 
exchange restrietions, specifically 
mentioned in-the statements, are 
mo innovations. They were in- 
cluded in the Marshall Aid Pact. 
And yet American private capi- 
tal and enterprise has so far fail- 
ed to make use of the guarantee 
facilities under those Pacts, even 
to the extent of the moderate 
limit fixed for the purpose. 
Possibly, individuat American 
business firms, keen on securing 
certain 
resources, might be willing to as- 
sume the political risk involved 
by investing capital in countries 
which are under the shadow of 


markets or raw material~ 


ish Conservative criticisms of the 
East African ground-nut scheme, 


claiming that the Labor Govern- | 


ment has diverted from private 
enterprise, transport and other 
facilities, for the sake of ensur- 
ing the success of the 
ment-controlled enterprise, 
been noted in American 


investment in Africa. Without 
being able to judge how far such 


criticisms are justified, they are | 


likely to wish to be on the safe 
side by safeguarding themselves 


against victimization before risk- | 


ing their dollars. 
should be. 


Which is as it 
It would be fatal if 


Govern- | 
have 
circles | 
that are likely to be interested in | 


| j q . oY € « ya) y . val mv 
‘ident of the Board of Aldermen|ed by the war, great efforts have ._ woe 8a rahe + sewer ra 
| : a . ? ¢ “ > al 7 ‘e < C xpans! 
| of Louisville. been made to restore and to in- Ay ~ = na at Ma ln oe dis 
| ae eae er crease productive capacity. For- pre vee i tn gen a oy 
q a] i . ° , oo - I oh -. c c > >: lili=— 
Campbell, McCarty Adds mae ne apnerously given hes portant Most of the countries 
> , . . . |} made it p ; ( q rs o e . WiOSt — ‘ 
(Special to THE FINANCIAL CHRONICLE) - I Ossi c yr them by sup whose production was actively 
5 Z . |plementing their own resources : , Aiwr 
| DETROIT, MICH.—Horace C.| with imports, to undertake large- stimulated by wartime demands 
| Brittain is with Campbell, Mc-|-cajie reconstruction : have since been able to maintain 
x | sca nstruction and develop- = : Per Re ee 
|Carty & Co., Inc., Buhl Bidg..| ment. In other countries substan- 2 high level of economic activity. 
members of the Detroit Stock Ex- | tia) progress has been made with- in the United States and Canada, 
S — . . . . ‘ 
change. /out much external assistance. The im particular, industrial employ- 
| rT - Sons 


effects of these measures on pro- 
| duction and trade are now begin- 
| ning to be clearly seen. 

The immediate task of the post- 


| With Standard Investment 


FInaNciaAL Cy 
PASADENA, CALIF. — Arthur | oe eae aa wee aw 8 

E. Smith has joined the staff oft | var period was to restore produc- 

Standid, Samatesenh Coal Coil | tion and productive efficiency in 


(fpecial to Tue ONICLE) 


“eee : ; Km the countries whose economies 
| fornia, 117 East Colorado’ Street. | were devastated and disrupted by 
| the war. The most urgent task to- 

day is to establish better trade and 
payments relations. The resources 
made available through increased 
production and disinflated home 
demand must now be used to in- 
crease exports to earn the means 


- A - 
| With Walter C. Davis 
(Special to THe FINaNctaL CHRONICLE) 
BOSTON, Mass. — Norman L. | 
Choate is associated with Walter 
C. Davis, 161 Devonshire Street. 





ment ard production in 1948 were 
at record peacetime levels. In the 
first half of 1949, however, some 
falling off in industrial produc- 
tion in the United States has been 
apparent. The effects are already 
being felt by other countries. 

As productive efficiency reaches 
and exceeds the prewar level, the 
pace of any further expansion of 
production is likely to be slower, 
depending on the maintenence of 
investment and the wider anvplica- 
tion of the most efficient tech- 

(Continued on page 37) 
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Has Dollar Replaced Sterling 


As International Unit? 


By WILLIAM ADAMS’ BROWN, JR.* 


Brookings Institution 


, Washington, D. C. 


Dr. Brown reviews interna‘ional monetary developments following 
Britain’s abandonment of gold standard in 1931, and ascribes con- 


fusion of this era to loss of stable international monetary unit — 


represented by the pound sterling. 


sterling formerly did, and contends no effective international mone- 


Says dollar does not function as_ | 


tary system can be established until dollar performs role correspond- 
ing to that of sterling before 1914. 


The year 1931 has special significance because it was the year | 


in which an illusion was destroyed, 


war gojd standard system had at any time been returned to. 


there was no single predominant 
cesstul functioning of the inter-¢ 
national gold standard system of 
1924-1931 depended on tne main- 
tenance of exchange stability be- 
tween certain major or “key” cur- 
1encies in particular the pound 
and the doliar. When the United 
Kingdom left the gold standard 
in September, 1931 the central 
nucleus provided by a_ stapie 
sterling-dollar rate was broken 
up. Once more countries had to 
choose between following the lead 
of sterling or that of the dollar. 
Once more the sterling area be- 
came visible on the exchange map 
of the world, but this time it was 
a smaller area. A sort ot craeriy 
confusion appeared in the ex- 
changes of the world. In all about 
30 countries left the gold stand- 
ard between 1929 and 1933, Some 
13 of these could be classified as 
sterling countries. Some 20 coun- 
tries could still be classified as 
gold countries but it was a char- 
acteristic of the time that foreign 
exchange controls were freely 
used both by countries remaining 
on the gold standard in some form 
and by those that had left the 
gold standard. 

I can not of course go into the 
vicissitudes of this period but I 
should like to recall that from 
Dec. 31 to April, 1932, the United 
States was obliged in its turn to 
conduct a defense of the gold 
standard because of substantial 
gold drains particularly to France. 
President Hoover once described 
this episode as a defense of the 
“Gibraltar of World stability.” In 
1933, in April, however, the 
United States, under a new ad- 
ministration, took the voluntary 
step of abandoning the gold 
standard as part of a general pol- 
icy of raising domestic prices. We 
all recall that an effort to reach 
some international agreement on 
a stabilization policy and on other 
methods of international eco- 
nomic co-operation to stem the 
depression was made at the Lon- 
don Conference of 1933 and that 
it ended in failure. I will not 
add to the many post-mortems 
on this conference but I would 
like to recall that it was followed 
by three official pronouncements 
which confirmed the breakup of 
the world foreign exchange sys- 
tem into three currency blocs. On 
July 3, 1933 the President of the 
United States declared that the 
United States would not be di- 
verted from its policy of raising 
prices by any attempts at cur- 
rency stabilization. France, Neth- 
erlands, Italy, Belgium, Switzer- 
land and Poland shortly after 
jointly declared their determina- 
tion to cling to the gold standard 
and a British Empire Currency 
Declaration was also issued pro- 
claiming the importance of inter- 
Imperial stability of exchange 
rates. For nearly a year then a 
three-cornered adjustment took 
place between the sterling group, 
the dollar group and the gold 
bloc. And this continued until the 
United States returned to a form 
of gold standard in April, 1934. 
The rate chosen was such as to 
exercise a prolonged deflation- 

Extracted from an address by 
Dr. Brown before the Economic 
History Association, Rutgers Uni- 
New Brunswick, N. J.., 
1949. 


Ve reitv. 


Sept. 9, 





namely, the illusion that the pre- 
Since 


international currency the suc- 





ary pressure on the gold bloc 
countries which finally resulted 
in a realignment of the major ex- 
change rates in 1936. It is note- 
worthy that after this long period 
of fluctuating exchanges the cen- 
tral exchange rates of 1936 were 
not very different from what 
they were in 1931. 


Significance of Period 

There are several points about 
this period that seem to me io 
have great significance for pres- 
ent day thinking on gold as an in- 
ternational monetary = standard. 
As a measure of the appreciation 
or depreciation of currencies gold 
irom 1919 to 1924 was identified 
with the American dollar. From 
1925 to 1931 it regained its pre- 
war significance as a general in- 
ternational standard. From Sep- 
tember, 1931 to March, 1933 it 
was identified with a currency 
system including both the dollar 
and the French franc, From 
March, 1933 to February, 1934 it 
was identified with a curreapcy 
system composed only of a small 
gold bloc built around the French 
france. After February, 1934 it was 
once more identified with a gen- 
cral international system but one 


in which the position of the for- 
mer gold bloc had become inde- 
fensable. What shall we say of a 
standard which displays charac- 
teristics of this kind? I think 
that the cult of the great God 
Par has not survived this expe- 
rience. Under the International 


Monetary Fund we are now com- 
mitted to seek by international 
agreement a set of equilibrium 
exchange rates. It is now abun- 
dantly clear that fluctuations in 
any important rate are of great 
concern to many other countries. 
In seeking to work out such a 
system it is technically conven- 
ient, if not really obligatory, to 
select one strong currency as a 
point of reference, to define it as 
a weight of gold, and to make 
such necessary adjustments as are 
decided upon by changing the re- 
lationships of other currencies to 
this single currency. In this sense 
we may now speak of parity with 
gold, but I believe that we do 
so for different reasons than was 
the case before the experience I 
have just described. 

There is another feature of the 
1931 to 1936 experience that bears 
directly on gold as a monetary 
standard. It was during the years 
following 1934 that United States 
attracted gold from the rest of 
the world in such quantities as 
to deprive the gold reserve of our 
central banking system of any 
real significance as a guide to 
credit policy. Professor Whittes- 
ley has well named this great gold 


influx ‘the golden avalanche.” 
It was a complex phenomenon 
and on the whole can be ex- 


plained more largely in terms of 
capital flight than in terms of un- 
balanced trade. But whatever its 
cxplanation it meant that gold as 
a limiting facter on American 
credit expansion had disappeared 
for our lifetime. 

With the outbreak of the Sec- 
ond World War the world passed 
into a system of generalized ex- 
change control for the first time, 

(Continued on page 38) 


The Basis of Federal Reserve Policy 


By KARL R. BOPP* 


Vice-President, Federal Reserve Bank of Philadelphia 


Federal Reserve Bank official describes purposes of Federal Reserve System, the tools it uses in its 

work, the policy guides it follows, and how its decisions are made. Discusses recent actions and deci- 

sions of Federal Reserve Board. Stresses board members’ responsibility for exercising judgment in 

field of banking and credit, but concludes “views expressed outside of official circles have not been 
without influence on what has been done.” 


When observers write and talk about what the Federal Reserve System does, they 


Federal Re- Y ; 
, only at the expense of promoting , 


serve Systein. 
There are 
several things 
we would like 
to know: (1) 
What is the 
general pur- 
pose of ihe 
System?; (2) 
What tools 
does it use?: 
(3) What 
guides does it 
follow?; (4) 
What specifi- 
cally has the» 
System been 
doing recent- 
ly?; (5) How are decisions made‘ 


I. 


What Is the General Purpose of 
the System? 

The Federal Reserve System 
was created in 1913 primarily to 
furnish an elastic currency and 
thus prevent the recurrent money 





Karl R. Bey 


panics and _ periods of credit 
stringency which had _ charac- 
terized the virile but somewhat 
over-exuberant American bank- 
ing system during the previous 
50 years. The Federal Reserve 


Act also sought to tie the multi- 


tude of individual banks together | 
and provide for a measure of co-| 


ordination and cooperation among 
them by erecting a superstructure 
consisting .of 
Banks which were, in turn, 
together by the Federal Reserve 


Board in Washington. System 
authecrities were directed to use| 
what was considered their most 


important power—that to fix dis- 
count rates—‘with a view of ac- 
commodating commerce and busi- 
ness.’ The exact meaning of these 
words hus been adapted to chang- 
ing circumstances in the 35 years 
that the System has been in exist- 
ence. This should occasion no 
surprise, especially when one re- 


calls that these years have in- 
cluded two world wars and the 
world’s greatest depression. 

At present most people prob- 
ably would agree with a state-| 
ment of the Board of Governors 
“that the implicit, predominant 


purpose of Federal Reserve policy 
is to contribute, in so far as the 
limitations of monetary and credit 
policy permit. to an economic ea- 


vironment favorable to the high-| 
est possible degree of sustained | 


production and employment.” As 
one moves to more specific pro- 
grams of action to achieve this 
objective, however, he inevitably 
encounters differences of opinion. 
Some say the System can best 
achieve the general purpose by 
directing its efforts to stabilizing 
a specific price level; others say, 
to promoting conditions of full 
employment; still others, to ad- 
hering to a more or less passive 
role, and so on. 

One of the most important con- 
tinuing problems facing the Re- 
serve officials is to choose among, 
to reconcile, or to combine such 
specific objectives. This 
when the same action is indicated 


to achieve all possible objectives; | 
but that happy combination rarely | - 


occurs in real life. Need for judg- 
ment arises as soon as promotion 


of one objective appears possible | 


‘An address by Mr. Bopp be- 
fore the Federal Reserve Forum, 
Minneapolis, Minn., Sept. 15, 1949. 


| connection 
| first World War. 


12 regional Reserve | 
tied | 


is easy | 


‘usually substitute the sophisticated word “policy” for the common word “work.” Since 
the two words really mean the same thing. I suggest we talk about the work of the 





another. 

I should like to mention a few 
difficult periods of decision, not 
to praise or blame tke System, 


but te indicate the necessity for 


judgment. An uncerstanding of 
these confiicts will help you toa 
more complete understanding of 
the System. 

The first major conflict arose in 
with financing the 
The Board ex- 
pressed the problem in_ these 
words: 

‘Banking expansion, it may be 
admitted, is an unavoidable inci- 


dent of war finance, but every 
effort should nevertheless’ be 
made to counteract it as far as. 


possible by limiting banking credit 
not clearly needed for the pur- 
pose of producing or carrying 
goods necessary for the life of a 
Nation at war. Goods and credit 
must be saved to the utmost of 
our ability in order to check the 
upward movement of prices and 
in order to free for the use of 
the Government the goods and 
savings required for the winning 
of the war.” 

Another conflict developed dur- 
ing the new era of the 1920's 
when various economic forces be- 
gan to move seriously in different 
directions. The Board expressed 
this conflict as follows: 

“The problem was to find suit- 
able means by which the growing 
volume of security credit could be 
brought under orderly restraint 
without occasioning avoidable 
pressure on commercial credit and 
business. With the system port- 
folio of Government securities 
practically exhausted by the sales 
made in the first half of the year 
1928, the main reliance in a fur- 
ther firming of money conditions 
must have been further marking 
up Federal Reserve discount 
rates, unless some other expedient 
could be brought to bear in the 
situation.” 

It was this experience with the 
great bull market of 1929 that re- 


of 


| like this: “. . 





—) 


sulted in the introduction of se- 
lective instruments of credit con- 
trol; namely, those over margins 
on security loans. 

The most recent conflict, like 
the first, arose out of war finane- 
ing. In the Federal Reserve Bul- 
letin for October, 1948, the major 
two-fold objective is described 
. as much restraint 
on monetary and credit expansion 
as was consistent with mainte- 
nance of orderly and stable condi- 
tions in the market for Govern- 
ment securities.’ You are familiar 
with the extended discussions as 
to the relative importance of the 
two objectives and as to the 
Board’s request for additional au- 
thority to resolve the dilemma. 


This experience shows that a 
program of action must be de- 
signed to meet the needs of a 
given situation. Some students 
recommend that the System give 
absolute priority to a singie ob- 
jective and forget about the rest; 
but they have not agreed on which 
specific objective should be given 
the high honor. Practicing central 


‘bankers rarely if ever take this 


all-or-nothing approach. They at- 
tempt to reconcile objectives—- 
even those that appear irrecon- 
cilable on strictly logical grounds. 
Seleciive instruments have been 
developed as a means of escaping 


some of the dilemmas that arise 
when choosing obiectives. An- 
other alternative to the all-or- 


nothing approach is to combine 


objective so as to achieve each in 
part though perhaps none en- 
tirely. 

II. 


What Tools Does the System Use? 

Once objectives have been de- 
termined, the problem narrows 
down to ways and means of ac- 
complishing them. The System 
attempts to achieve its objectives 
primarily by influencing the 
amount, availability, and cost of 
money. The most important ma- 
chinery for exercising such in- 
fluence is through the reserves of 

(Continued on page 30) 








This is not an Offer 





To THE HoLpers oF 


| City of 





exchange the above Bonds 


due October 1. 
October 1. 1949 to October 1. 


Exchange Agent. The National ¢ 


September 29. 1949 





(Republic of Colombia) 
8°/ External Sinking Fund Gold Bonds of 1924 
Dated October 1, 1924, Due October 1, 1945 


Municipality of Bogota 
(Republie of Colombia) 
Power and Light Consolidation Loan of 1927 
| Twenty-Year External 614% Secured 
Sinking Fund Gold Bonds 


Dated April Ist. 1927. Due April Ist, 1947 


NOTICE OF 
The time within which the Offer. 
and : 
Republic of Colombia, 3% External Sinking Fund Dollar Bonds, 
1970, may be accepted is hereby extended from 
1950. 
Copies of the Offer may be obtained upon application to the 
‘ity Bank of New York, Corporate 
Trust Department, 20 Exchange Place, New York 15, N. Y. 


Bogota 


EXTENSION 
dated November 15, 1944, to 


the appurtenant coupons for 


Grecorio A. OBREGON 


Mayor of Municipality of Bogota 
(Republic of Colombia) 
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Toward Economic Stability 


By HOWARD R. BOWEN* 


Dean, College of Commerce and Business Administration, University of Hlinois 


Asserting we have today a more stable economy than generation ago and one less vulnerable to depres- 
sion, Dean Bowen stresses value of economic knowledge, along with technical capacity acquired by gov- 
ernment to develop an informed, coherent and rational economic policy. Denies inflation is overriding 


danger. 


At a time when the great business boom of 1942-49 appears to be subsiding, we may 


well consider the long-range prospects for our economy. 
overwhelming business fluctuations of th 


greater eco-Y 
nomic stabll- 
ity than we 
have expe- 
rienced be- 
fore? 

in seeking 
answers to 
these ques- 
tions, we must 
take inio ac- 
count the pro- 
found changes 
in the struc- 
ture of our 
society, and in 
our thinking, 
that have oc- 
evrred during 
the past 20 years. We must con- 
sider how these changes may 
have influenced the stability or 
instability of our economy. 


In my judgment, we have today 
a more stable economy than we 
had a generation ago—an economy 
that will be less vulnerable to 
depression and more resilient in 
recovery. 





Howard R. Bowen 





experience of the early 193Cs gave 
rise to profound and widespread 
skepticism about the beneticence 
of extreme laissez faire as a form 


of economic organization, and led | 


many people in all stations of life 
to consider the possibility that 
government might well play a 
more active role in economic af- 
fairs. Second, our leaders and the 
public at large have witnessed the 
fact that government spending— 


if pursued on the grand scale—can | 


overcome depression and produce 


full employment and prosperity. | 


This was seen in Italy and Ger- 
many during the rise of Fascism 
and Naziism, in various Scandi- 
navian countries and, during the 
late war, in the United States. 
Third, as a result of experience, 
our people are much less fright- 
ened Of a national debt than they 
were formerly. Though the debt 
is a subject of great concern and 
interest, and many people are sur- 
prised that it can be so large 
without financial degeneracy, yet 


|they have clearly seen the na- 


The Growth of Knowledge 
and Experience 


This potential stability that has 
been built into our economy de- 
rives primarily from the knowl- 
edge and experience we have 
gained since the fateful year of 
1929, in meeting the vicissitudes 
of depression, war and inflation. 

Under the impact of the prob- 
lems faced during this period, the 
science of economics has devel- 
oped at an almost unprecedented 
rate. We have today a far more 
effective intellectual equipment to 
guide private and public economic 
policy than was available a gen- 
eration ago. Though economists 
are far from satisfied with their 
accomplishments and many prob- 
lems remain, the advances in 
economics are in some ways com- 
parable with the more spectacular 
advances in the physical sciences. 


Similarly, great strides have 
been made in the accumulation of 
reliable and timely factual in- 
formation about the economy and 
its behavior. To realize this, one 
need only compare the wealth of 
statistical data at our disposal 
with that available in the 
’twenties. Particular mention 
should be made of the statistics 
on national product and national 
income which provide a sort of 
bookkeeping system for the total 
economy that is useful in precisely 
the same way that accounting 
records are useful to private busi- 
ness firms. 

Certain vast experiences or ex- 
periments during the past 20 years 
have left an indelible imprint on 
the minds of most people—not 
only on the minds of our political, 
business and intellectual leaders, 
but also of the public at large. 
The first of these was the colossal 
failure of the kind of economy we 
had in the 1920s to maintain eco- 
nomic stability. Though the econ- 
omy of that day was free from 
detailed governmental controls, 
was without serious labor dis- 
turbances, and was subject to only 
the mildest kind of taxation, it 


was nevertheless vulnerable to 
deep and devastating depression. 
Rightly or wrongly, the disastrous 


*Reprinted from “Current Eco- 
nomic Comment,” published by 
the Bureau of Economic & Busi- 
mess Research, College of Com- 
merce. University of Illinois, Au- 
gust, 1949. 


‘tional debt pass $50 billion, $100 
_ billion, 


and even $250 billion, 
while the credit of the United 
States has remained unimpaired 
and the dollar has continue to be 
the world’s strongest and most 
coveted currency, 

The great development of mass 
media of communication and the 
change in the character of the 
daily stream of news, information, 
analysis and comment have also 
strongly influenced the thinking 
of our age. These agencies in- 
clude the radio with its frequent 
news, its commentators, and its 
political speeches; the news maga- 
zines, most of which have come 
relatively recently on the scene; 
the many business “services” 
which inform their clientele on 
economic and political affairs; the 
improved and enlarged news cov- 
erage of our daily papers; and the 
newspaper analysis—the Walter 
Lippmann’s and the Dorothy 
Thompson’s. The educational in- 
fluence of all this has been and 
is enormous. 

As a result of the developments 
in economic science and in statis- 
tics, through the sheer experience 
of living through depression, war 
and inflation, by observing great 
economic experiments at home 
and abroad, and because of the 


tion of ideas through mass media, 
we are today a much wiser, better 


informed and more sophisticated | 


people than we were a generation 
ago. 
economics and politics. 
plies to our professional econo- 
mists, to our statesmen, to 
leaders of labor and industry, and 
to the rank and file of people 
everywhere. This 
the first order in making our eco- 
nomic system more stable. 
increase in knowledge and expe- 
rience means both that we are 
technically able to formulate and 
carry out public and private poli- 
cies in the interests of stability 
and that the general public is re- 
ceptive to such policies and will 
actively support them. 

The attitude of the public is 
particularly important. 
one Can scarcely doubt that our 
people are aware of the problems 
of economic instability and re- 
gard the government as the 
agency which has responsibility 
for maintaining economic stabil- 
ity. No longer will it be possible 


This ap- 





| cisions. 


| labor 
improvements in the communica- | 


| social 


We are far more literate in| 
our | 


is a factor of | 


The | 





to turn 10 or 15 millions of people 
out of their jobs and expiain to 
them that their plight is due to an 
act of Providence or to unfortu- 
nate miscalculaticns in the private 
investment market. They wil 
expect prompt action from thet: 
government, and any government 
| which fails to meet tne situation 
‘will be asking for its own repudi- 
ation. 


Tangible Results of Increased 
Knowledge and Experience 


There are several tangible and 
practical resultgeof the experience 
| and 
| past 20 eventful years. First, and 
| perhaps most obvious, is the mod- 
eration displayed during the cur- 
rent boom. There is no doubt 
'that we have been and are in one 
| of the great booms of history. But 
|the behavior of businessmen, of 
| investors and of consumers gener- 
|ally has differed greatly from that 
|in comparable’ earlier 
|There has been less speculation, 


less Overbuying, and less splurg- | 


ing. People have’ entertained 
healthy doubts about the indefi- 
nite continuation of the boom. 
There has been little talk about 
a “New Era” and much considera- 
tion of a possible depression. In 
the stock market, no amount of 
fabulous earnings has been suffi- 


knowledge gained over the | 


booms. | 


Are we likely to revert to the| Manufacturers 
e past? Or may we reasonably look forward to 


| 
} 
| 
| 
| 
| 


{ 
{ 


| ported in the New York “Herald- 


| 
| 


} 





| 


} 
| 
| 


| 


| tional Bank of South Bend, Ind., 


cient to stir up bullish enthusiasm. | 


'On the whole, this has been the 
soberest boom on record. That 
fact has been an important factor 
in sustaining the boom, because 


excesses have been avoided, spec- | 


ulative losses have been mini- 
mized and the government has 
been called on, as in the past, to 
repress the boom by drastically 
curtailing credit. 

Another tangible result of the 
experience gained and the new 


|attitudes derived therefrom is an 
| increasing tendency for business- | 
| men, labor leaders and farm lead- 


ers to consider the social interest 
in their private policies and de- 
This does not mean that 
the millennium has 
that altruism has 


interest. Nevertheless, 


cies, community relations, em- 


| ployment stabilization and mod- 


erate Similarly, 


farm leaders 


price policies. 
leaders and 


arrived or} 
replaced self-'! 
business- | 
'men have shown increasing inter- 
i'est in enlightened personnel poli- 


are increasingly responsive to the | 


interest and frequently 
consider social consequences and 
total economic effects in the 
formulation of their policies. 

A third tangible result of the 
changes referred to is that the 
general public is highly sensitive 
to the problem of economic fluc- 
| tuations and would look to gov- 
ernment to promote or guarantee 
economic stability. Particularly 
in the event of a depression, the 
|public would demand vigorous 
|leadership and _ positive action 
i\from government. 
| Finally, a fourth result of the 
| increase in our knowledge is that 
|it is now technically possible for 

meet the public 


| government to 
|demand for economic stabilization 


‘rational economic policy. 





NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





Harvey D. Gibson, President of 
Trust Company, 
New York, announces that Wil- 
liam G. Rabe, Vice-President and 
director, has been elected a mem- 
ber of the bank’s general admin- 
istrative board. 

Mr. Rabe joined Manufacturers 
Trust Company in January, 1931, 
as Assistant to the President. He 
was made a Vice-President in De- 
cember, 1931, and a director of | 
the bank in 1947. 


John R. McGinley 2nd has been 


named Vice-President in the trust | 


department of Marine Midland 
Trust Co. of New York, it was re- 





Tribune” of Sept. 22. 
* %* % | 


George J. Ruska, an Assistant | 


{ident of 


Horace K. Corbin, 
to the New 
21 which 


nounced by 
President, accordinz 
York “Times” of Sent. 
added: 

Mr. Corbin also announced the 
election of Robert C. Driver, Pres- 
the Wilbur B. Driver 
Cempany of Newa! to the ad- 
visory board of the Essex Coun- 
ty branches of the Fidelity Union 
Trust. 

Mr. Riker has President 
of the Franklin Savings Institu- 
tion since 1944 and a member of 
the board of managers since 1924. 
He is a Director of the Mutual 
Benefit Life Insurance Company. 


been 


Announcement of the promo- 
tion of Robert F. McCammon, 
Auditor of the Girard Trust Com- 
pany of Philadelphia, to the office 


Treasurer of Bankers Trust Co. of | of Assistant Vice-President, was 


New York and former mid-west- 
ern banker, died on Sept. 17 at 
the Lawrence Hospital in Bronx- 
ville. Mr. Ruska, who had been 
with Bankers Trust Co. since 1945, 
had previously been an Assistant 
Vice-President of the Citizens 
Commercial and Savings Bank at 
Flint, Mich. Born in 1904, he be- 
gan his banking career at the 
Continental Illinois National Bank 
and Trust Co. of Chicago in 1919. 
He went from there to First Na- 





and later served with the Guard- 
ian 
in Detroit, and the Union and 
Peoples National Bank of Jack- 
son, Mich. 

% %* * 

Martin Nichols has béen elected | 
Assistant Treasurer of the Na-| 
tional Savings Bank of Albany, 
N. Y., it was announced by the 
Board of Trustees on Sept. 12, 
it is learned from the Albany | 
“Times Union” which reports: 

“Mr. Nichols has been with the 
bank 27 years. He started as a'| 
clerk in i922 and since has held 
the vositions of teller, head telier 


land new accounts clerk.” 


* * 


Ralph O. Frank, 57, Vice-Presi- 
dent of the United States Trust 
Company, Boston, Mass., and long 
a civic and lay religious leader in 
Brookline, Mass., died on Sept. 23. | 


F. Reginald Gisborne, Jr., for-| 
mer Vice-President and Secretary | 
of Greenwich Trust Co., Green- | 
wich, Conn., was elected on Sept. 
24 as President of the institution. 
He succeeds Hugh D. Marshal}, 
who retired. 


The Hartford ‘‘Courier,” of Sept. | 


| 21, said that the directors of the 


Phoenix State Bank and Trust 
Company, Hartford, Conn., at 
their meeting on _ Sept. 20, | 
accepted the resignation of | 
Leon P. Broadhurst as _ Chair- 
man of the board of directors. 
Mr. Broadhurst is bringing to a 


close, on Sept. 30, 62 years in the! 
banking industry. Mr. Broadhurst 
has served 29 years as President 
and five years as Chairman of the 
board of directors. He is believed 
to have been the dean 
mercial bankers in Connecticut. 
Fred M. Kirby 2nd was elected 
on Sept. 13 a director of the First 
National Iron Bank of Morris- 
town, N. J., replacing Hurlbut B. 


| with an informed, coherent and| Cutting who had served on the 
With | board since 1935, accerding to ad- 
Today | the development of modern eco-| vices to the Newark “Evening 
|nomics, with our wealth of statis- | News” from its staff correspond- 


tical knowledge, and with the ex-| ent at Morristown 


|;perience gained at home and 
abroad, such a policy is more 


nearly feasible today than ever Danzig, 


| before. The President’s Council 
(Continued on page 39) 








| Company, 


* * * 

Irving Riker, head of the New- 
ark law firm of Riker, Emery & 
nas been elected a Di- 
rector of the Fidelity Union Trust 
Newark, 


National Bank of Commerce | 


of com-| 


it was an-| 


made on Sept. 18. According to 
the Philadelphia “Inquirer,” Mr. 
McCammon, who has been with 
the institution since 1944, was 
made Auditor on March 1, 1946. 


From the “Inquirer” we _ also 
quote: 
“He is currently serving as 


President of the Philadelphia 
Conference, National Association 
of Bank Auditors and Comptrol- 
lers. John T. Neeley, Assistant 
Secretary, was named to succeed 
Mr. McCammon as Auditor. Her- 


'schel E. Shortlidge and Norman J. 


Linker were appointed Assistant 
Trust Officers.” 
* % % 

Plans for the reorganization of 
the first bank to be established in 
Waldorf, Md. (to be known as the 
Waldorf Bank) are underway, it 


is learned from the Washington, 
D. C.. “Post” of Sept. 10. The 
bank will be formed unde a 


State charter and will have capi- 


tal funds of £225,000, of which 
$75.000 will be surplus. It is 
planned to offer 15,000 shares 
(par $10) at $15 a share. The 


incorporators are R. Harry More- 

iond, James P. Ryan. W. Mitchell 

Digzges, William H. Winstead, Jr., 
ond P. Henry Beaile. 
. me 3 

Two new directors, viz. William 

T. Faricy and Dr. Charles Stanley 

White, have been elected to the 


_board of the Riggs National Bank 


of Washington, D. C., it was an- 
nounced on Sept. 13 by Rebert V. 
Fleming, President of the bank. 
Advices to the effect by S. Oliver 
Goodman appeared the Wash- 


ington “Post” of Sept. 14, from 
which the following is also taken: 

Dr. White is President of Doc- 
tors Hospital and head of the sur- 
gery department of that institu- 
tion. He is a member of the 


George Washingt 
3oard of Trustees 


University 


Mr. Faricy is President of the 
Association of American Rail- 
roads. Following private law 


practice, he served as co:msel for 
the Chicago St Paul Milwaukee & 
Omaha Railway and the Chicago 
& North Western Railway. He 
is the author of numerous books 
and articles relating to various 
phases of the railroad industry. 
Last month, he was appointed by 
Secretary of Defense Louis John- 
son to serve as Chairman of ci- 
vilian components policy board of 
the National Military Establish- 
ment. 

Two vacancies have existed on 
the Riggs’ board since the deaths 
of Sterling Ruffin and Fleming 


Newbold. 


The Bank of Virginia, Newport 
News, Va., has leased the build- 
ing at 2803-05 Washington Ave- 
nue, Newport News, and will re- 
model it into modern banking 

(Continued on page 42) 
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Hoffman Extols Sterling Devaluation 


ECA Administrator says action gives added promise that by June 
30, 1952, when Marshall Plan aid ends, Europe will be on self- 
supporting basis, provided we do our share. 


Paul G. Hoffman, Economic Cooperation Administrator, at a press 
conference on Sept. 19 in Washington, praised Sir Stafford Cripps’ 
decision to devalue the pound sterling as a move toward putting 
Europe on a self-supporting basis. His prepared statement at the 





conference , © 

follows: , course affords her an opportunity 
—. £18 at to earn her way. Other countries 

Britain's de- | in Europe which have followed 

cision to de- | her example will also have an 

value the opportunity for balancing their 


pound ster- 
ling from 
$4.03 to $2.80 
is a bold and 
imaginative 
measure of 
far-reaching 


economies. 

“Devaluation, however, is not a 
cure-all for Europe’s problems. 
Her eiforts to increase produc- 
tivity and thus lower costs must 
be itensified. She must also work 
with all possible speed to reduce 


only about $300 million in the 
second quarter, compared with an 
increase of $700 million in the 
first quarter; and holdings of other 
U. S. Government securities in 
the second quarter declined $200 
million, compared with an in- 
crease of $700 million in the first 
quarter. Holdings of state and 
local government securities in- 
creased $400 million, about the 
same as in the first quarter, and 
holdings of corporate and other 
securities increased $500 million, 
somewhat more than in the first 
quarter. Of the $500 million in- 
crease in corporate and other se- 
curities, $300 million was in 
bonds and $200 million was in 
stocks. Net issues of securities in 
the second quarter, after retire- 
ments, are estimated to have 
amounted to about $2.3 billion, 
most of which were absorbed by 


importance to 
the European 
Recovery Pro- 
gram. It is 
dramatic evi- 
dence of ear- 
mestness of purpose. It signifies 
that Great Britain has decided to 
compete in a free world to cap- 
ture dollars which are essential to 
her recovery and to work aggres- 
sively toward conditions permit- 
ting a higher level of competitive 


| trade barriers and thus create a 
| single market of 275 million con- 
'sumers, for whom European in- 
dustry and agriculture can pro- 
duce economically and to whom 
European manufacturers and 
farmers can sell freely among 
themselves and to the rest of the 
free world. 

“Immediately ahead for Eu- 
ropean countries is the necessity 
for bold and imaginative meas- 
ures to sell their products in the 





Paul G. Hoffman 


institutions, mainly insurance 
companies. There was a $400 mil- 
lion increase in borrowing by in- 
dividuals for the purpose of pur- 
chasing or carrying securities. 

As for the remaining compo- 
nents of liquid saving, moztgage 
debt showed an increase of about 
$900 million, somewhat more than 
in the first quarter, and other con- 
sumer debt increased about $700 
miilion as compared with a re- 
duction in debt of $1.0 billion in 
the first quarter. 
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Illinois Central’s Exchange Offer Seen Successful 


In last week’s issue of the “Chronicle” the terms of the Illinois 
Central bond exchange offer were briefly reviewed and the list of 
securities participating in the exchange was published. Eugene W. 
Stetson, Chairman of the Illinois Central’s Executive Committee, in 
a press conference held in New York City on Sept. 26 expressed con- 
fidence that the plan would be acceptable to holders of upwards of 
$25 million of the bonds to be exchanged and said he had “tentative 
assurances to that effect,” and this would make the plan effective. 


Mr. Stetson called attention to the fact that the new consolidated 
mortgage bonds which are being given in exchange will eventually 
become a first mortgage bond. He added that unexchanged bonds 
will be paid off at maturity, although the road may be forced to 
borrow to provide funds for the purpose. 


Wayne A. Johnston, President of Illinois Central, commenting 
on the road’s efforts to place its properties under a single mortgage, 
stated that an ultimate objective was to place the company in a 
position to pay a cash dividend on the common stock. Mr. Johnston 
noted that the road’s funded debt had been cut by $137 million since 
1927, with a consequent reduction in fixed charges from $14.5 mil- 
lion annually to the current figure of $8.1 million. The road’s net 
income for 1949 was estimated by Mr. Johnston at $13.5 million- 
$14 million, compared with some $20 million in 1948. 

In the course of his talk, Mr. Stetson said the aim of the Illinois 
Central’s management is to simplify the corporate structure so that 
eventually there will be outstanding only a single bond issue. He 
noted that the road has maturities of $81 million between now and 
1955, and that 23 separate issues fall due in the next four years. The 
railroad, now nearly 100 years old, has never gone into bankruptcy, 
and the current exchange offer is merely a step in the simplification 


trade. It opens the way, not only, United States. America is the 
for her but for Europe as a whole, richest market in the world. We 
to earn their way in the world. had an annual gross national 

“British recovery progress has product of approximately $250 


been great, her production is 
averaging 50% above prewar, her 
productivity has increased but 
her prices remained high. Two 
solutions were open to her. She 
could either maintain the value 
of her currency and look towards 
her Commonwealth and Empire 
for support or devalue the ster- 
ling and attempt to earn her way. 


“The first course would have 
resulted im building higher and 


higher tariff walls around herself 
and the British Commonwealth 
and ultimately would have 
created a third world. We then 
would have had the Soviet world. 
the doller world, and the ster- 
ling world. In my opinion this 
would have been the greatest set- 
back that the European Recovery 
Program could have_ suffered 
since only a united western world 
can hope to achieve permanent 
recovery in Europe. 

“The second course was for her 
to review the value of her cur- 
rency and thus provide a ciimate 
for increased dollar earnings. This 


Computes Individual 


billion in 1948. In order for Eu- 
rope to balance her accounts she 
must sell an additional $2% bil- 
lion worth of goods in the United 
States. This is only one percent 
of our 1948 gross national prod- 
uct and no one can predict accu- 
rately whether this figure will be 
$250 billion or $255 billion during 
the current year. Nevertheless, | 
when viewed in the light of the 
American gross national product, 
the amount Europe must seil can 
be seen in its proper perspective. 
It is up to Europe to attract an | 





additional one percent of the 
American national income and 
through extra intensive efforts 


and new lower prices, this can be | 
achieved. 

“In my opinion, the measure 
which Great Britain has taken 


and the fact that nine other coun- | 
same | 


tries have followed the 
course gives added promise that 
by June 30, 1952, when Marshall 
Plan aid ends, provided 
that we do our share, Europe will 
be on a self-supporting basis.” 


Savings at $1 Billion 


Securities and Exchange Commission, in survey for second quarter 
of 1949, notes decline in holdings of currency and bank deposits, 
accompanied by larger increase in insurance and security holdings. 


Individuals saved about $1.0 
second quarter of 1949, according 
viduals’ saving made public by t 


billion in liquid form during the 
to the quarterly estimates of indi- 
he Securities and Exchange Com- 


mission. This amount of liquid saving was about $300 million more 





than in the first quarter of this® 


year and about $200 million more 
than in the second quarter of last 
year. 

Liquid saving comprises saving 
in the form of currency and bank 
deposits, equity in savings and 
loan associations, insurance and 
pension reserves, securities, and 
reduction of mortgage debt and 
other consumer debt. Saving in 
non-liquid forms, such as the pur- 
chase of new homes and new phy- 
sical investment by individuals, 
is also estimated to have increased 
slightly in the second quarter of 
this year. 

Individuals’ holdings of cur- 
rency and bank deposits declined 
$200 million in the second quarter 
as compared with a $3.6 billion 
drop in the first quarter. Individ- 
uals’ equity in insurance and pen- 
sion reserves increased $1.4 bil- 
lion. while the net addition in 
security holdings amounted to 
$1.0 billion. Approximately $400 
million was added to savings in 
savings and loan associations. At 
the same time mortgage debt of 
individuals increased $900 million 
and consumer debt inereased by 
$700 million. 





The $200 million decline in in- 
dividuals’ holdings of currency 
and bank deposits in the second 
' quarter was the result of a decline 


of $600 million in demand depos-| 
its, offset in part by an increase) 
of $400 million in time and sav-| 


ings deposits. Currency showed 


little change. 

Net additions to insurance and 
pension reserves in the second 
quarter of 1949, as 
quarter, were at a somewhat lower 
level than in the last several years 
as a result of smaller additions 
to government 
largely social security funds. In- 
dividuals’ equity in private life 
insurance increased $900 million, 
about the same as in earlier quar- 
ters, but government insurance 
funds increased only about $500 
million. The increase in govern- 
ment insurance funds in the cor- 
responding quarter of last year 
amounted to about $900 million. 


Security holdings of individuals 
increased about $1.0 billion in the 
second quarter of 1949: in the 
first quarter there had been an 
increase of $2.1 billion. Holdings 
‘of U. S. savings bonds increased 


always | 


in the first’ 


insurance funds, | 


Raymond F. Revell With 
Angar, Daniels Co. 


(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, ILL. — Raymond F. 
Revell has become associated with 
Apgar, Daniels & Co., 120 South 
La Salle Street, members of the 























Raymond F. Revell 


|Chicago Stock Exchange. | 
Revell was formerly for 
years with Comstock & Co. | 


PRT Rs 


NYSE Members Again 
Reject Permissive 
Incorporation Plan 


According to an announcement 
| of the New York Stock Exchange 
on Sept. 22, the proposed amend- 
| ment to the Constitution which 

would provide, under certain def- 

inite restrictions, for permissive 
incorporation of member firms 
/and admission of corporations, 
was disapproved by a majority of 
| the 1 213 ballots cast by the mem- 
bership. The vote was 394 ap- 
proving; 815 disapproving; 4 
blank or defective. 

The amendment was approved 
by the Board of Governors of the 
Exchange on Sept. 8, and was or- 
dered submitted to the member- 
ship for balloting. It would have 
| permitted member firms of the 

Exchange to incorporate under 

certain definite restrictions and 

would enable incorporated non- 
member houses, engaged exclu- 











Harold Schapiro in N. Y. 


program. 


It was announced that holders of presently exchangeable bonds 


desiring to accept the offer of exchange should transmit such 
exchangeable bonds without delay to Kuhn, Loeb & Co., 52 William 
Street, New York 5, N. Y., who are acting as agent and depository 
for the company in this transaction and who will be compensated by 
the company for their services in that connection. 


In the event that the exchange offer shall not be declared opera- 


tive on or before Oct. 28, 1949, deposited exchangeable bonds will be 
returned to depositors thereof without expense to them upon surren- 
der of any counter-receipts issued in respect thereof. 
of revocation of an acceptance of the offer, the exchangeable bonds 
transmitted by the person revoking such acceptance will similarly 
be returned to him without expense to him. 


In the event 








| Frank D. Newman Adds 


Harold Schapiro will engage in| MIAMI, FLA.—Joseph L. Bar- 


a securities business from offices|ton has been added to the staff 
at 122 East 42nd Street, New York | of Frank D. Newman & Co.. In= 
City. 


igraham Bldg. 








WATCH 
OUT 


IT’S CLOSING! 











sively in the securities business, | 
to hold membership in the Ex-| 
change under the same restric- | 
tions and under the general pol-| 
icies of the Exchange. The defeat | 
of the proposal marks the second | 
disapproval in a little more than 
two years at the hands of mem-| 
bers. | 


This is the last chance to send in your firm’s advertisement 
to appear in the big special NSTA Convention Issue of the 
“Chronicle.” The Issue that will feature full reports of the 
important event together with informal snapshots of officers 
amd members of that Association. This is the last call we’re 
making to take advantage of the annual opportunity to get 
representation in an Issue sure to be used continuously for a 
year and by the thousands of men who are important to you 
and your business. Let’s quickly sum up the situation. ... 
1. The NSTA meeting will be held in Colorado Springs— 
October 5th-9th. . . . The Convention Issue will be pub- 
lished to celebrate the event and will act as Official Organ 
of the Association. 


Bulk of advertising carried in the special issue turned 
over to the NSTA and its affiliated associations. Thus you 
will be contributing to the support of the NSTA without a 
cent of extra cost on your part. 


Your advertising buys representation in an issue guar- 
anteed to get top-flight readership and an annual 
audience, because it’s saved for reference during the 
course of the year. 


Time is running out. Dial or long-distance phone REctor 
2-9570 for the rates and other details. Or wire NSTA Con- 
vention Issue Department right now for data you want. 
Don’t miss advertising in this valuable issue of 
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Center, 430 West 50th Street, New 


announced by Dr. 


Street authnor- 
ities, the pro- 
gram will total 
6) hours of 
instruction, 
with classes 
meeting for 
one 4-hour 
session weekly 
over a period 
of 15 weeks. 
The course 
material will 
emphasize the 
sale, not the 





study, of se- 
Robert A. Love curities. Expe- 
rienced sales 


executives will cover advanced 
selling techniques from the ap- 
proach to the close. In addition, 
well known financial experts will 
jecture on significant elements of 
investment and portfolio selling 
as well as legal limitations in 
serving new customers. Intensive 
practice will be given in the ac- 
complishing of complete sales, and 


the development of impressive 
speaking. 
Instruction, it is stated, will be 


in the hands of thoroughly expe- 
rienced sales executives who keep 
the sessions realistic and up to 
the minute. The course material 
will be geared to the Selling, not 
the study, of securities. It is as- 
sumed that participants in the 
course will have a working knowl- 
edge of the securities field. In 
addition to presenting proven 
sales techniques, the new program 
will include lectures by outstand- 
ing Wall Street experts on such 
topics as: 
I 

Serving the New Customer for 

investment Trusts-(A) How to 


$77,500,000 Penn. Turnpike Bonds Offered 


pike System 2.90% 


Securities Selling Course at City College 


Dr. Robert A. Love, Evening Session Director, announces weekly 
four-hour session over period of 15 weeks. 

A new course in Advanced Salesmanship for Securities 

wil] start at The College of the City of New York, Midtown Business| 


Robert A. Love, 
with Wal l1e— — 


(Continued from first page) 
| ties with London. 
so-called “gap” is the difference | 
between the dollars 
sterling area earns through the | 
sale of goods and services to the! 
dollar area and the number of | 
collars needed to pay for the 
goods the nations of that area 
would like to have from us. There | 
is no limit to human wants; there- | 


Selling 


York City, on Oct. 25, it has been 
Director. Planned in cooperation 
present the Reg of invest-| 
ment trusts clearly and forcefully; | 
(B) how to demonstrate the ad- 
vantages of investment trusts (use 


of visuals, charts, tables, etc.). | fore, no ceiling to the dollar gap. | 
| It is likely to be as great as the 
II expectation of continued Amer- 


ican help. 

If perchance the lowering of the | 
pound’s value from $4.03 to $2.80 
was the result of scientific cal- 
culation by the British Govern- 
ment, one may well have reserva- 
tions about anyone’s ability to. 
foretell just what rate will bring 


Serving the New Customer for 
Portfclios—(A) Determining the 
portfolio that will best accom- 
plish the customers’ objectives; 
(B) types of portfolios and how 
they may be adapted to the vary- 
ing needs of the new customer: 
(1) widows; (2) fathers (planning 


college education for children);) about ultimate equilibrium in in- 
(3) etc. ternational payments. Our ability 
Hi to forecast the problems of the) 


which the | After allowing for a 25% cut in| 


‘cludes that to close the merchan- | 


| solution 


Serving the New Customer for, POStwar period has been very 
Preferred Stocks, Bonds, and| P©Or, On the record. Many per- 
Common Stocks—(A) What the) 80S thought that the Bretton 
customer needs to know about, Woods program was going to do 
them; (B) how to help the cus-| the job, along with UNRRA and 
tomer make a_ selection best! #22 expanded Export-Import Bank. 
adapted to his needs. If we only did those things, Rep- | 

| resentative Jesse Wolcott (him-| 
Iv | self a Bretton Woods delegate) | 
Serving the New Customer— told Congress, “there will be no 


justification for the Treasury di- 
rectly loaning to any foreign | 
| country one single dollar.” 
| before very long, Mr. 


Legal Limitations—(A) Securities 
and Exchange Commission rules 
—how they affect the new cus-| 
tomer’s demands: (B) other legal 
restrictions on the sales of se- 
curities. 


| Britain. 


V | Early in 1946 the Senate bank-| 


ing committee approved the Brit- 
ish loan. It did so in part on the 
grounds that without such Con- 
gressional aid to Britain, ‘the 


Conclusion—-The Demand for 
New Source of Venture Capital in 
the U. S.—(A) Opportunities for 
the new customer; (B) opportu- | 
nities for the securities salesman. 

In keeping with the proven 
doctrine of “learning-by-doing” 
which guides presentation of all 
course material, six full hours of 
instruction will be given over to 
actual practice in accomplishing 
the complete sale. 


fulfil! the hopes which we have 
placed in them.” But those who | 
thought that the loan would make 
fulfillment possible were subse- 
quently faced with a much larger 
decision called the Marsall Plan. 
And now we have been officially 
informed by, the OEEC, which 
administers the ERP from the 
European side, that the Marshall 
Pian is not enough. If these meas- 


; = . “—- ures were not enough, will de- 
A_new issue of $77,500,000 Commonwealth of Pennsylvania Turn-| valuation be enougn? 

revenue bonds was offered for sale se 28 43 KA ar ; 

revenue bonds was offered for sale on Sept. 28 British “dollar” imports, long 


by a banking syndicate headed by Drexel & Co., B. J. 


Van Ingen &| 


supposed to be at a bare mini- 





Co., Inc, Blyth & Co., Inc., and The First Boston Corporation. Fee Tine oem $0. be reduced—-along 
bonds, dated June 1, 1949, anc @-————— —— — at erred po: reales ae 
+ with Commonwealth imports 
maturing on June 1, 1988, are|proceeds of which have  been|‘;. Set ge + ORG 
priced at 100% and accrued in-| escrowed for the redemptic n | from the dollan area—by 25% 
a . . ‘vemptton ON) Since this step was announced 


terest. 

Proceeds from the sale of these 
bonds will be used by the Penn- 
sylvania Turnpike Commission 
for the construction of the West- 


ern Extension to the turnpike— | 


a distance of 67 miles to extend 
from the present western ter- 
ininus at Irwin, Pa., to the border 
of the State at the Ohio line. 

The new bonds will have an 
equal lien with the bonds pres- 
ently outstanding with principal 
and interest payable solely from 
the revenues of the Turnpike 
System. They are exempt from 
Federal income taxes as well as 
from taxation in Pennsylvania 
and are eligible for investment for 
savings banks and trust funds in 
Pennsylvania. 

The underwriting syndicate in- 
cludes about 215 security dealers 
located in all parts of the 
country. 

Construction of the Western 
Extension is scheduled to com- 
mence next month and, according 
to the consulting engineers, 
should be completed and open for 
traffic in December, 1951. Traffic 
engineers estimate that the West- 
ern Extension will carry a heav- 
ier volume of traffic than any 
other section of the turnpike. 

Last year Pensylvania Turnpike 
Commission sold through a similar 
banking group $134,000,000 rev- 


enue refunding and _ extension 
bonds, consisting of $87,000,000 
3%%% term bonds, due June 1, 


1988, for the construction of the 
Philadelphia Extension, and $47,- 
000,000 24%4% 


serial bonds, the 


Dec. 1t, 1951, at 104 and interest, | 


weeks before the devaluation and 


the $45,086,000 of 2!42% bonds|_. ; : i ; 7 edict ts 
which were issued in 1946. The | can be put into effect by adminis 


trative action, it is questionable 


Philadelphia Extension, which will | 
connect with the existing turnpike | 
at Middlesex, Pa.., 
eastward for approximately 10/ 
miles to within seven miles of | 
Philadelphia, is under construc- 
tion and is scheduled to open fo1 obviously hoped that the reduc- 
traffic in December, 1950. tion in the exchange value of the 

Upon completion of the present | pound sterling, being reflected 
$77,500,000 financing and rede mp- | more or less in the landed cost of 
tion of the $45,986,000 212s, the| British goods offered in the U. S. 
Turnpike Commission will have A.. will provide a large stimulus 
outstanding a total of $211,500,000| to British sales and dollar 


and extend | 
pound. 

Increased exports to the 
| area are another 


of revenue bonds. Maximum an-| ings and so close the gap from 
nual interest requirements on that | the other side. But this is not as 
debt will amount to $6,098,750 | simple as it sounds. In the first 
The maximum annual interest} place, merely to keep on earning 
requirement will occur in the) after devaluation the same num- 


fiscal year ending May 31, 1953. 
With the opening of the two ex- 
tensions, engineers estimate that 
net revenue of the completed. 327 
miles of roadway extending from 


ber of dollars as were earned be- 
fore devaluation, assuming no 
change in the price lists of Brit- 
ish export goods, will require an 
increase of about 44% in the vol- 
just outside Philadelphia to the) ume of British exports. A British 
Ohio line, will amount to about) car which sold for £500 before 
$14,708,000 in 1953 and increase | devaluation and thus added $2,000 


to a peak of $20,230,000 by 1962.| to the Bank of England’s hard- 
For the 12 months ended July 51. currency reserves, after devalua- 
1949, total operating revenue, in-| tion, while still selling at £509. 
cluding income from leases.| puts only about $1,400 in the re- 
rentals, etc., on the present 160; serves. Britain must now sell 
miles of the turnpike amounted | 1.44 cars merely to earn the 
to over $6,600,000. same number of dollars one car 


ie earned before 


P. H. Woodruff Opens lar earnings through exports, 


Britain would have to triple’ the 


COLEMAN, TEXAS—Pinckney | volume of exports to this market. 
H. Woodruff is engaging in a se- The London “Economist” this 
curities business from offices in week offers some calculations, 


based on the first half year’s 
trade of the United Kingdom 
| (alone) with the dollar area. That 


the Coleman County State Bank 
Building. 


back in support of a large loan to} 


But, | 
Wolcott was try’s merchandise 


Will Devaluation Close Britain's Dollar Gap? 


, half year’s merchandise trade left | situation before the =. 


Moreover. the | a gap of $484,000,000 between | But if this happens, the increased 


exports will be earning not the 
badly-needed dollar, but soft cur- 
rencies, and so won't help ciose 


Britain’s imports and exports. | 


imports during the second half of | 


'1949 and for price adjustments| the dollar gap. : 
due to the change in the value of Since sterling’s devaluation this 
|sterling, the “Economist” con-| time, unlike 1931, occurs in a time 


of full employment, British labor 
dise gap of the UK alone will| is in a good position to exact 
mean a 144% increase in British | higher—wages. The ability of 
exports to the dollar area. That} union leaders to control the work- 
is, the UK’s own exports n lust be| ers is far from assured. And if, 
almost 2% times as large as dur-| in the soft-currency areas where 
ing the first half of this year. Britain buys much of its imports, 

It may be of interest to quote | wages and prices go up also, this 


some of the opinions expressed b; | Will be reflected in the cost of 
the “Economist” a week after the | British imports and, ultimately, 
devaluation was announced. “i; | British exports as well. Thus, 


ultimately, the stimulus to ex- 
ports from devaluation tends to 
be dulled. 

Nor can we safely assume that 


the British economic crisis now | 
solved? To believe that would be 
to imply that the only thins 
wrong with the British economy 


last week was the rate of ex-| American manufacturers will idly 
change between the pound and| watch the invasion of their home 
the dollar. . . . It cannot be saic | market, or their export markets, 
too often and too emphatically | without offering the British a lit- 


tle competition. This, too, will 
evitable the depreciation of ster-| tend to reduce the dollar-earning 
ling may “be, it cannot provide a| capacity of post-devaluation Brit- 
to the British economic | ain. P 

problem. .. . Devaluation as such To quote a recent article by 
is no answer at all to what is still| Dr. John H. Williams of the Fed- 
Europe’s most urgent problem —| eral Reserve Bank of New York, 
the dollar problem.” devaluation may increase, rather 
than relieve the drain on British 
reserves. Moreover, without the 
disposal of Britain’s sterling “war 


that, however necessary and in- 





Raw Materials Demand Inelastic 
About four-fifths of this coun- 





imports from | debt” to India and other coun- 
the UK and British countries in| tri alled “sterling bal- 
the sterling area comes from coun-| ances” — Dr. Williams stated 


tries which are preponderant pro-| “there can be no assurances that 





'ducers of raw materials. The de- | devaluation would be definitive.” 
mand here for those raw mate- ae elses 

rials is relatively “inelastic” and - 
unresponsive to price changes James E, Goodwin Now 


Bretton Woods institutions cannot | 


Moreover, the production of those 
raw materials is not easily ex- 
pandable This means that de- 
valuation of Empire currencies 


‘With Sills, Fairman 


(Special to Tue FINANCIAL CHRONICLE) 


must fall far short of being 100%| CHICAGO, ILL. — James E. 
effective in stimulating sales to|Goodwin has become associated 
the U.S. and other hard currency | with Sills. Fairman & Harris, 
countries. Even in the case oft|Inc., 209 South La Salle Street, 
manufactures, which constitute; members of the Chicago Stock 


whether any saving of dollars re-| 
| sulting from this policy should be | 
| credited to the devaluation of the | 

| trical equipment, 
doliar | 
matter. It is| 


virtually the whole of the goods | 


Britain itself sells here, rice 
is only one _ consideration it 
American buying. The goods 


must be suitable. Certainly 
there must be a_considerab! 
delay in the U. K. while the 


country turns around to devote |! 
its main export attention to the 
U. S.; a delay of majiy months 
while iactory proccdures are | 














changed and the American mar- |! 
ket is studied and exploited. Ac- 











cording to one recent Britisa | 
study: “More than half of Brit-| 
ain’s exports consist of types of 
goods—machinery, vehicles, elec- 


iron ard steel 


James E. Goodwin 


chemicals, even coal—which car 
have little chance of supplanting | Exchange. Mr. Goodwin was 
| within the U. S. market American | formerly an cfficer of Rodger, 


earn- | 


To double its dol-| 





goods of known brands 
ties and American specialties 
even if the U. K. goods could be ——— 
produced at two-thirds of the cost 
at which the competing products 
are produced i the United 


Denver Inv. Men to 
Bunker.” Sent. 1940.) Decides 2. | M@ar J. W. Tierney 


the U. S. Commerce Department} DENVER. COL.—Earl E. Scan- 
recently pointed out, the U. K.’s| lan, Earl E. Scanlan & Co., Chair- 
productive ability is limited and| man of the Education Committee 
cannot be readily expanded. of the Rocky Mountain group of 

The same dep: irtment also finds | the Investment Bankers Associa- 
it “not inconceivable” that com-/ tion announces that the IBA group 
modity prices in terms of sterline|and the Bond Club of Denver 
“would rise very considerably and | are presenting John W. Tierney, 
oftset to a corsiderable extent.) Secretary-Treasurer of the Moun- 


Kipp & Co. and prior thereto he 


and quali- | 
was with Fred W. Fairman & Co. 





the advantages which might come |tain States Telephone and Tele- 
@s a result of this’ devaluation.| graph Company, who will discuss 


There is rather widespread un- 
easiness that the British Govern- 
ment may be unable to hold in- 
ternal prices down, since all im- 
ports are automatically increased 
in sterling cost as a result of cde- 
valuation of the pound; and this 
in a country which depends for 
survival on imports. 

Devaluation in Europe, making 
the local-currency prices of U. S. 


the general outlook for the com- 
pany at a luncheon in November. 

When such meetings are held, 
investment Cealers are permitted 
to invite stockholders, which has 
proven very effective in the sales 
of local securities. 

A 


Now Sole Proipsictor: 


Peter Mencher is now sole pro- 


goods much dearer, will to some prietor of Mencher & Co., 32 
extent stimulate trade among Broadway, New York City, Joseph 
European countries, their goods . ae 


now seeming cheaper than Amer- | COmns having withdrawn from the 
ican goods, as compared with the| firm. 
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Col. Pope President of 
Investors League, Inc. 


Colonel Allan M. Pope, for 
many years President of The 
First Boston Corporation and a 
former President of the Invest- 
ment Bank- 
ers Associa- 


Mortage Industry—No 
Longer a Free Agent 


(Continued from page 12) 
ket and soften the decline in real; cannot accept freedom of action 
estate prices. However, a pay-| without assuming the responsi- 
ment-adjustment program should | bilities that go with it. If we as 
be a program inaugurated and| mortgage bankers and if we as 


NAM Sees Price Stabilization Ahead : 


In announcing the results of a study made by the research depart- 
ment of the National Association of Manufacturers, Earl Bunting, 
managing director of the organization, stated that, on basis of latest 
government figures, manufacturers’ prices average a full 9% below 
August a year o— 
ago, and the 
trend is to- 
ward a level 





economic aggregate in our na- 
tional income data. However, the 
proportion of profits to sales or to 


| tion of Amer-| Of price sta- national income has not been 
carried out by the mortgage) commercial and savings bankers ica, has ac- | bilization. great or excessive. 

lenders rather than moratoria} wish to occupy respected posi- cepted the “Manufac- “Manufacturers have not aver- 
jJegislation enacted by our legis-| tions in our economy, then we presidency of | turers,” ac- aged as high as 6% 


Jators or blanket programs de-| must fill those positions. Let us the Investors 


cording to Mr. final net 





creed by our insuring or guar- 
anteeing agencies. | 

Let the lenders by their own | 
practices and policies make their | 
own moratoria laws rather than) 
have them made for them. 


Must Be Free of Washington 
Atmosphere 


During the next decade we must | 
regain some courage and have 
something to say about how our 
own business is tc be conducted. | 
Figure it out for yourselves. You 


are successful businessmen. Many | 
of you built your business by your | 
own intelligence and hard work. | 


Why should you permit men who 
have achieved their positions 
through politics rather than by 
business accomplishments evolve 
and control policies in affairs so 


vital to the future of our country? | 
Stop being misled by the magni- | 


fying qualities of the Washington 
atmosphere. 

The mortgage finance industry 
has not been, during the recent 
years, sufficiently astute, cour- 
ageous or vocal as it should have 
been. We should strenously resist 
all efforts to make our position as 
mortzagee more <aifficult than it 
already is. We should stop being 
frightened by the ‘“bogeyman,”’ 
trotted out for our benefit, of 
government doing the mortgage 
lending if we do not accede to all 


the crackpot suggestions made by | 


those who have interests to serve. 


We should begin to tell the public, | 


particularly home buyers and 


mortgagors, of the harm eventu- | 


ally done to them by this inflated 
finance, this selling a home for 
“so much a month” instead of 
quoting a price that the buyer 


will eventually have to pay, and /! 


the extension of terms cf pay- 
ment of the debt that requires the 


debtor to spend nearly all of his| 


earning years in pondaze. 

We should stand up and tell 
the world, including all borrowers 
and including all sociai-minded 
political power seekers, that we 
will 


lend vroper amounts on 
proper values — we will lend at 
proper interest rates and on 


proper terms and in so doing, we 
ure protecting the borrower as 
well as ours2lves. Let’s get across 
to the bcrrowers that we — the 
mortgagee and the borrower -— 
are in the same corner. We are the 
only ones left with an interest in 
the property after its completion 
Let’s tell the building industry 
that it should build adequate 
houses at fair prices and lenders 
will do their part. 

Taking this position implies that 


we are going to do our part in, 


dealing fairly with the buyers, 
the borrowers, the builders and 
all other part of the real estate 
and home building industry. We 
are going to serve the home-own- 
ing field and all other parts of the 
real estate activity including in- 
custrial, commercial, 
etc. We are zoing to be mortgage 
bankers and do the job required 
of us. When we come to the 
“mortgage default period,” we are 
going to do our part in a manner 


beneficial to the welfare of the 
country as well as our own in- 
terests. 


Must Justify Right to Freedom 


Probably the greatest responsi- 
bility we will have, not only in 


the next decade but for all time to 
come, is to recognize the fact that 
under the 
we must 
justify our right to be “free.” We 


if we wish to be “free” 
free enterprise system, 


churches, | 


do our part as we were intended 
to be—as “risk” creditors without 
the crutch of government to 
weaken our courage and char- 
acter. Without courage and char- 
acter we abandon our independ- 
ence and end in acceptance of 
dictation and domination by poli- 
ticians. These politicians are tax- 
ing the great productive class of 
this nation to support impractical 
social legislation, to foster more 
and more dependence of the 
masses, so that they may maintain 
ana continue themselves in power. 

What should be our mortgage 
policy? Our policy should be to 
secure all good loans possible and 
give earnest attention to the serv- 
ice of all loans in our portfolios. 
Our insured and guaranteed loans 
should be made with the same 
care and attention given to the 
making of our conventional loans 
and with the belief that “insured 
or guaranteed” or not, it is our 
depositors’ money we are lending. 

We should recognize that the 
responsibility for the funds we 
lend is primarily to our institu- 
tions, but in carrying out that 
responsibility, we frequently find 
a responsibility to the borrower 
intermingled; responsibility that 
we do not lend him funds beyond 
his ability to repay—a responsi- 
bility to advise with, to assist and 
to encourage the worthy borrower 
should some unforeseen emer- 
gency or condition cause him dif- 
ficulty in meeting the terms of 
his loan. 
_We should recognize a respon- 
sibility to help shape the lend- 
ing policies of this country. We 
should not sit idly by and permit 
these policies to be decided and 
then promoted by a “starry-eyed” 
group who either ignore sound 
business practices or confuse 
them with welfare politics. We 
should question whether govern- 
ment insurance, government guar- 
antees, government subsidies, ‘“‘di- 
rect lending by government” or 
lending, as Miles Colean states, as 
“a matter of welfare, to which 
risk is not a prime _ consider- 
ation. . . ” will lead to further 
inflation, will add to our pres- 
ent over-grown government debt 
and will react to the detriment of 
all home owners and ‘all tax- 
payers. If the answer.is “yes” 
then we should actively oppose 
such insurance, guarantees, sub- 
sidies and lending. 








League, Inc., 
it was an- 
nounced. Col- 
onel Pope is 
also Chair- 
man of the 
finance com- 
mittee of New 
York Univer- 





sity, and a 
Allan M. Pope former Presi- 
dent of the 


Commerce and Industry Associa- 
tion of New York City. 


"A new slate of directors is be- 
ing submitted to the membership 
of the League for action at the 
annual meeting to be held next 
month. In addition to Colonel 
Pope and B. C. Forbes of Forbes 
Magazine, Mrs. M. C. Walther of 
Philadelphia, business woman and 
investor; Mrs. Jessie R. Muni, in- 
vestment counsellor of New York 
City, who are current members, 
the new slate consists of Dr. C. 
Canby Balderston, Dean of The 
Wharton School of Finance & 
Commerce and Professor of In- 
dustry of The University of Penn- 
sylvania, Philadelphia; Daniel W. 
Bell, former Under-Secretary of 
the United States Treasury and 
now President of the American 
Security and Trust Company of 
Washington, D. C.; G. Rowland 
Collins, Dean of the Schools of 
Business, New York University: 
Captain Thomas B. Doe, until his 
recent retirement President 
The Speery Corporation and now 
serving in a consulting capacity 
and as a member of the board 
of directors of that corporation, 
and Edward V. Rickenbacker, 
President of Eastern Air Lines. 


“It is most gratifying that Col- 
onel Pope has agreed to serve our 
cerganization as President and that 
men of the high caliber and 
practical experience of the pro- 
posed directorate have agreed to 
devote their time and efforts to 
the work of the League” said 
B.C. Forbes, board Chairman. 
“Under their guidance and the di- 
rection of Colonel Pope,’ he 
added, “the League holds every 
promise of becoming an increas- 
ingly constructive force in our na- 
tional economy.” 


Walston, Hoffman Go. 
Expand in the East 














We should move foward with 
wisdom, courage and determina- 
tion—wisdom to profit by past 
mistakes and void future pitfalls: 
courage to keep from being 


frightened by things that may | 
never happen, and courage to op- | 


pose openly and actively that 


which we know to be wrong. We 


must have determination to con- 
duct our affairs in a manner en- 


titling us to the respect and confi- | 
dence of all persons and groups | 
with whom we do our business. 


We must conduct our affairs in 


a manner that will prove to the 
borrower, the public, and to the 
lawmakers of our states and na- 
tion our desire to handle our 
problems intelligently, fairly and | 
even generously, and still remain 
true to the trust to protect the 


funds of our institutions. 





In New Connection 


(Special to Tae Frnancrat CHRONTCLE) 


SAN FRANCISCO, CALIF.— 
Oscar F. Catoire has become asso- 
ciated with Investors Diversified 
He was formerly 


Services, Inc. 


with Hannaford & Talbot. 


Walston, Hoffman & Goodwin, 


|'members of the New York Stock 


Exchange, announce that Walter 
W. Buckley and Carl S. Wittmer, 


Jr., will be admitted to the firm 
a 


Effective on that date, Walston, 
Hoffman & Goodwin will take, 
‘over the Philadelphia, Harrisburg, 


as general partners on Oct. 


Pa., 


of the New York Stock Exchange 
firm of Buckley Brothers which is | 


partner in Hagerstown. 


ciated with Buckley Brothers. 


one of the largest 


of | 


and Hagerstown, Md., offices | can 


dissolving. Mr. Buckley will act| other than farm and food prod- 
as resident partner in Philadel-| ucts, moved only very moderately 
phia and Mr. Wittmer as resident 
Also | entire 
joining the firm are 30 registered | 
|representatives formerly asso-| average between the beginning of 


Walston, Hoffman & Goodwin, 
investment | 
houses on the Pacific Coast with 
17 offices in that territory, opened 


profit margin on sales in any year 
since 1939. For 1948, preliminary 
‘| results indicate the figure was ap< 


| proximately 5.4% in manufac- 
turing.” 


| Deposits in U.S. 


Bunting, 
“have reduced 
their prices 
three times as 
much as the 
3% reduction, 
from the peak, 
in the over- 











all cost -of- Earl Bunting i 
living index. Savings Banks 
This should answer the _ state- 


| s a 
ments in some quarters that in. FOP $19 Billion 


dustry has been curtailing pro- | 


duction in order to maintain | During August deposits of the 
prices. This 9% reduction in the 530 mutual savings banks of the 
factory prices of manufactured | nation showed a rise of $37,000,- 


0Cc0O, to reach a new high total 
of $19,025,000 
on Sept. 1, 


dustry is doing its full share in\ Henry S. 
maintaining production, employ- | Kingman, 
/ment and competition.” th side nt, 
| Quoting from the NAM survey, | -“® lonal As- 


: ; sociation of 
faa Sop wasn Be Mutual Sav- 
For manutacturing as whole} ings Banks 


there has been no great change injgand_ _— Presi- 
|the output per man-hour of work | gent, Farmers 
for the past 10 years. Broadly and Mechan- 
speaking, the output per man-| ics Savings 
hour in manufacturing today is Bank, Minne- 
,only around 10% higher than it | apolis, report- 
was a decade ago. There was a eq today. The 
good deal of reason to hope that 


goods is a healthy and substantial | 
readjustment. It is a clear indica- 


| tion that the manufacturing in- 








: | gain com- 
| by the present time it would be pares with Henry S. Kingman 
20% to 30% higher than it was|one of $22.- 


jin 1939. __ | 900,000 in August last year. 

“It would be a great thing if| Deposit gains for the first eight 
all people everywhere could be months of 1949 of $625,000,000 or 
brought to realize the profound 3.4%, likewise far exceeded gains 
implications of this basic factor of $468,000,000 or 2.6% for the 
which bears directly upon ques-| same period last_year. For each 
tions of wages, prices and the| month this year to date (except 
standard of living. American in-| February) the gain in total de- 
dustry has seen hourly wages gO posits has been greater, and the 
up to more than 118% above the | ratio of withdrawals to amounts 
1939 level and at the same time | deposited in regular accounts less, 


has seen no important rise in out-|than during the corresponding 
put per man-hour to soften the} month last year. 


heavy impact of this wage rise : : : 
upon industrial costs and prices. | ete Seale tae Cues See 
The result has been that indus- | sain of $72,000,000 in mortgage 
trial wage costs per unit of pro-| loans, the 'second highest this 
Wet nae nn aalees, vue let | year. Cash also gained $11,000,000, 
8 _ . _. |but holdings of corporate and 
“Under the circumstances, it 1S| municipal securities declined $9,- 
not surprising to find that factory | 990,000 and U. S. Governments 
prices—wholesale prices—of man- | $12,000,000. During the first 
ufactured goods today average eight months of 1949, the savings 
about 85% above the 1939 level.” banks added $501,000,000 to their 
: mortgage portfolio, $219,000,000 of 
The overall wholesale. price| sities, ‘sud '$124,000,000' of U. # 
“The overa wholesale price) rities, and 3 ’ } oO . mm 
level (of both farm and indus- | Governments. 
trial commodities) made no sub-| 
stantial upward progress during | 
1948. It reached the top in Au-| 
gust, 1948, and slipped off gradu- | 
ally to August, 1949, when it was) 
back around the August, 1947, 
level. 


“This rounding over of the 
price trend does not necessarily 
mean that the American economy 
'is heading into a crash. On the 
‘contrary, there is considerable 
| evidence that price stabilization 
occur, within reasonable 
‘limits of normal fluctuation. It) 
/'may be noted that the wholesale | 





| 





Climax Molybdenum Elects 


On Monday, Sept. 26, the board 
of directors of Climax Molyb- 
deum Company elected H. J. 
Szold a director. Mr. Szold is a 
general partner of Lehman 
Brothers and a director of the 
Firth - Sterling Steel & Carbide 
Corporation, Allied Stores Corp., 
Interstate Department Stores, Inc., 
Bing & Bing, Inc., and Gimbel 
Brothers, Inc. 

The board also elected William 
J. Coulter a Vice-President in 
charge of mining operations. Mr, 
Coulter has been with the com- 
'pany since 1927 and has been 
in either direction throughout the | }yanager of Mining Operations 
20 months that ended Au- | since 1934. 


gust, 1080. 38 dienes swing 4%\ ‘The board also elected Weston 
in either direction from its own Gage Thomas Treasurer of the 
company. Mr. Thomas resigned 
his position as Vice-Chairman of 
the board of the Potash Corpora= 
‘tion of America to assume these 
‘new duties with Climax, Prior 





|price index for all commodities, | 


1948 and August, 1949. This is 
ithe index which includes many 
'manufactured and semi-manufac- 
tured products.” 


Profits 
“Corporate profits as a whole 


its first eastern office, in New ae Neate were eed Teak Bee to this connection he ryt eae 
rk, i dete Lo ene Sawa, | inistrative Officer of the In= 

York, in November, 1948, later several years, The dollar aggre- | Administra a tae 

establishing an office in East| gate of such profits has been | dustrial Depar men 0 

| Orange, N. J. l\large—like almost every other Brothers, New York City, 
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Securities Salesman’s Corner 




















By JOHN DUTTON 


Sometimes you know things work out a certain way if you will 
only follow a proven, time-tested procedure. But somehow or other 
we all get lazy or careless and we tall back on trial and error regard- 
less of the tact that others have blazed a trail that leads clearly 
and surely toward success. This was brought home to me the 
other day when I was talking about our favorite subject with the 
sales manager of one of the largest retail organizations in the country. 

He turned to a picture on the wall that was filled with many 
faces. It was taken at one of the those dinner get-togethers with 
which we are all so familiar. There must have been about 5) men 
seated around the table. It was a picture taken at one of his firm’s 
annual dinners. “You see that face? Look at it,” he said. “That 
is a picture of the best salesman I ever had the pleasure of working | 
with, or of knowing.’ I told him I couldn't see the face very clearly 
because it was too small. He said he know that, and he went to 
his drawer and removed a high-power magnifying glass. Handing 
it to me, he said, “Now look at it.” I noticed only one thing about 
the face, it was not unusual, it was that of a man past middle age; 
it certainly was not handseme or compelling, but it did radiate 
a warmth that was clearly visible even under the difficulties of 
viewing it with a magnifying glass. 

I remarked that the face looked like its owner was a friendly 
sort of fellow. My friend, the sales manager said: ““You’ve got it. 
Everyore that looks at that picture sees it. That is what this fellow 
had, and it was worth more than any other asset I have ever seen.” 
Then he went on and told this story: 

This salesman grossed over 350,000 in 1945 and the same figure 
in 1946 in a rural territory around central New Jersey. When he} 
died, early in 1947, he leit friends in almost every town and hamlet 
within 50 miles of his home. He had the faculty of MAKING 
EVERYONE WITHIN HIS CIRCLE OF ACQUAINTANCE THINK 
THAT THEIR PROBLEMS AND THEIR AFFAIRS WERE MORE 
IMPORTANT THAN ANYTHING ELSE THAT MATTERED TO 
HIM. When a person bought securities from him, THEIR INVEST- 
MENT PROBLEMS were ot paramount importance. He called to 
see them. He spent time with them. He followed their securities 
by mail and by phone, and he had a way of telling these people 
that their WELFARE was his first consideration, AND THEY BE- 
LIEVED IT. They believed it because he lived what he said. He 
not only talked about his interest in their welfare, HE ACTED IT. 
He was civic-minded too. He lived a life of unselfishness and, 
according to my friend, his only fault seemed to be that he neglected 
his health. Where he was right in helping others, he was wron¢ 
in neglecting himself. 

It is possible tnat this man was an extremist in 
toward his fellowman. In addition to his work he 
with scores of civic organizations, always giving of his time and 
health for others. His big mistake was that he neglected his health. 
He had a slight body he never could learn to give it a rest. 

When all is said and done, the faculty of being sincerely inter- 
ested in the welfare of those with whom you do business will bring 
about a relationship between client and salesman that will build a 
suecessful business. But this interest must not be synthetic, it mus! 
not be spasmodic, it must be part and parcel of every working day. 
it will bring success as surely as night follows day, providing it is 
a full-time policy and not just something that you know is good 
salesmanship, to be turned on and off as the spirit moves you. 
It isn’t all of us who can gross $50,000 in a year, but we can double | 
and triple our business during the next two years just by working | 
along and making our customers believe in us BY PLACING THEIR 
WELFARE FIRST. 








his attitude 
was connected 


Near-Term Business Prospec!s 


(Continued from first page) 
has been having a recession. The| be expected at least to equal their | 
wholesale price level has dropped rate cf sales. What are the im- 
about 10% and the index of con-;| mediate business prospects? Does 
sumer prices about 3%, industrial the end of the inventory adjust- 
production in July was over 13% ment mean that there will soon 
below last year, and the number be a resumption of the post-war 
of people at work or holding jobs' boom? Or is the recession likely | 
was nearly two million less than’ to enter a new phase and io) 


a year ago. The gross national| become  sybstantially deeper? 

sme per’ 
product in the second quarter of; During the period of inventory 
1949 was running in physical adjustment, production and em- 


terms about 3% below a year ago. 

The immediate cause for the re-| 
cession has been the adjustment 
of business inventories to the slow 
decline in prices which began 
about a year ago. During 1948 
nearly 2.5% of the gross national 
product, or about $6.5 billion, 
went into increasing inventories. 
During the second quarter of 1949, 
inventories were reduced at the 
annual rate of $2.8 billion. Draw- 
ing down inventories made if pos- 
sible for business concerns to sup- 
ply consumers with goods at about 
the same rate as in 1948 while 
producing at a lower rate. 

There is good reason to believe 
that the period of inventory ad- 
justment is nearing an end. For 
about six months consumption 
has now been exceeding produc- 
tion. There have been sizeable 
réductions in the physical volume 
of inventories, especially in the 
non-agricultural part of industry. 
Inventories are getting close to II 
the point where the rate of buy- 
ing by business enterprises may 


mobiles, industrial plant, equip- 
ment, and housing. Will the re- 
cent high rate of expenditures on 
these goods continue much 
longer? If these expenditures 
arop substantially, will not 
country be plunged far deeper 
into recession? How will the de- 
valuation of the British pound 
and other currencies affect the 
economy? Will it strongly reen- 
force deflationary influences and 
thus intensify and prolong the 
| recession? How would wide- 
sprev'd stoppages of production 
in the steel or coal industry af- 
fect business? 
/duce a drop in production, em- 
ployment, and incomes from 
which the country would not eas- 
ily and quickly recover? 
are the questions with which my 
remarks will deal. 





iis still 


(in 1939, 


' the 


‘fourth quarter of 
|fourth quarter of 1948, however, 


the | 


Would they pro-| 


These | 


| 
| 


‘inventory adjustment will not re- 


sult in tne resumption of the post- 
war boom. I mean by boom a 
tendency for demand to be sub- 


| stantially greater than supply, so 


that the economy is threatened 
with a disorderly rise in prices 
as in the latter half of 1947. 

It is true that many of the mak- 
ings of a boom are still in ex- 
istence. 
for many goods are even today 
very large, the liquid assets of in- 


The accumulated needs | 


dividuals and business enterprises , 
are enormous, tne debts of indi-! 


viduals and business enterprises 
are low in relation to their in- 
comes and to their assets, the rate 


of spending of individuals in rela- 


tion to the size of personal hold- 
ings of cash and demand deposits 
little more than half the 
pre-war rate. If individuals were 
to spend their cash as rapidly as 
they would produce a 
strong upsurge in prices. 

I do not expect a sudden rise 
in the rate of spending. During 
last phases of the post-war 
boom, business was sustained, as 


|{ have pointed out, in consider- 


able measure by the accumulation 
of inventories by business con- 
cerns. Unless there is a substan- 
tial rise in the rate of buying by 
individuals, enterprises will not 
seek to make a large increase in 
their inventories as they did in 
1948. I do not expect a substan- 
tial rise in the rate of expendi- 
tures by individuals for consumer 
goods. Thcugh needs are still 
enormous, they are no _ longer 
particularly urgent. 

The declining urgency of needs 
is indicated by the change in the 
relationship between expendi- 
tures for consumer goods and per- 
sonal incomes after taxes. Up until 
about the fourth quarter of 1947, 
expenditures on consumer goods 
were increasing faster than per- 
sonal incomes after taxes. Be- 
tween the fourth quarter of 1944 
and the fourth quarter of 1945 
there was a slight decrease in 
personal incomes after taxes but 
individuals increased their outlay 
for consumer goods by an annual 
rate of $13.8 billion. Between the 
fourth quarter of 1945, and the 
fourth quarter of 1946, there was 
a rise of $1.76 in expenditures for 
consumer goods for every dollar 
rise in personal incomes after 
taxes; between the fourth quarter 
of 1946 and the fourth quarier of 
1947, a rise of $1.06 in expendi- 
tures for consumer goods 


incomes after taxes. Between the 
1947 and the 


incomes after taxes increased 
much faster than outlay for con- 
sumer goods — indeed, expendi- 
tures for consumer goods _ in- 
creased only 54.4 cents for every 
dollar rise in personal ineomes 
after taxes. This low rate of 
spending during 1948 partly re- 
flected abnormal conditions—the 
postponement of consumption in 
anticipation of lower prices or 
bettter quality of goods. Never- 


| theless, there is no mistaking the 
p'cyment have been well sustain- | 
ed by large expenditures on auto- | 
'three years prior to 1948. 
'this trend 


fact that the disposition to spend 
had been slowly dropping for 
Since 
represents a drop in 
the urgency of demand, it is not 
likely to be sharply reversed. ~ 


Ill 


Is the present high rate of ex- 
penditures on automobiles, plant, 
equipment, and housing likely to 
continue much longer? Is there 
not likely to be an early drop 
in these expenditures and will 
not this drop bring about sub- 


stantial further decreases in pro- | 


duction and employment? In 
other words, is the inventory ad- 
justment through which the 
country has been passing only the 
first phase of the present reces- 
sion? Is the real recession still 
ahead of us and will it soon begin 
with a large drop in expenditures 


| on automobiles, plant, equipment, 


and housing? 


for | 
|every dollar increase in personal 


4.9% 


produced by a drop in expendi- 
tures on various typés-of durable 
goods, such as automobiles, plant, 
equipment, and housing. | do not 
expect this adjustmenc to come 
during tne next year—although 
within that period a drop in some 
of these types of outlay, sucn as 
expenditures for automobiles, 1s 
likely. This drop, however, would 
not be large and would be more 
than offsec by increases in other 
types of spending. Hence, I do not 
believe tnat the recovery from 
the present recession will be pre- 
vented by a decrease in expendi- 
tures for automobiles, plant, 
equipment, and housing. Let us 
analyze briefly the prospective 
demand for these types of goods. 

The urgency of the demand ‘for 
passenger automobiles has been 
aropping for some time and will 
continue to drop. For over two 
years the prices of cars were too 
icw to equate supply and demand. 
At present, demand and supply 
seem to be roughly in balance. 
Unless there are early reductions 
in the prices of cars or at least a 
moderate rise in incomes, the 
output of cars will drop. Of 
course, a decrease in the price of 
foodstuffs will help sustain the 
sales cf cars. In any event, che 
decline in the sales of cars is not 
likely to be large as long as per- 
scnal income remains at about its 
present level because the number 
of over-age cars is very large. 
The average age at which cars 
are scrapped has been estimated 
at about 12.5 years—though im- 
provements in car construction 
may have raised this age. At any 
rate, in midyear 1948 there were 
5.2 million cars over 12.5 years 
of age and 2.6 million more with- 
in a year of this age. Further- 
more, the scrappage of ears in 
1948 was only about half of 
“normal,” if 12.5 years is accepted 
as the average life of a car. 
Hence, an abncrmally large re- 
Dlacement demand will remain 
for a year or more. 

The present rate of expendi- 
tures on plant, equipment, and 
housing are abnormally high by 
past standards, but no early sub- 
stantial drop in these expendiiur?2s 
seems likely before the middle of 
next year at-the earliest. In ihe 
second quarter of 1949, there was 
one dollar of expenditure on 
plant, equipment, or housing for 
every $6.96 cf gross national 
product in comparison with a dol- 
lar of exvenditure for these pur- 
poses for every $7.33 of gross na-~ 
tional product in 1929, for every 
$9.63 in 1939, and every $8.69 
in 1940. Nevertheless, I do not 
expect an early substantial drop 
in any of these types of outlay. 
One of the three types, expendi- 
tures on non-residential private 
construction, has been abnormally 
low. Last year these expendi- 
tures were only 3.1% of the gross 


national product — a _ slightly 
|srraller proportion than in 1940, 


when non-residential private con- 
struction was 3.2% of the gross 
national product, and only slightly 
larger than in 1939 when non- 
residential private construction 
was only 3.0% of the gross na- 
tional product. In 1929 non-resi- 
dential private construction was 
of the gross national prod- 
uct. Non-residential private con- 
struction is not likely to drop very 
much from the present low level. 

Expenditures on producers’ 
durable equipment are abnor- 
mally high. In the second quarter 
of 1949 they were 8.0% of the 
gross national product; in 
7.9%. Back in the boom year of 
1929, expenditures on durable 


| producers’ goods were 6.2% of the 


gross national product. No early 
large drop in outlays on produc- 


/ers’ durable goods seem likely be- 


cause accumulated demand is still 
great and the need of enterprise 
to reduce production costs is 
large. New and better equipment 
is the most promising way open to 
most concerns to get down their 
costs. Although no early large 


Some time within the next five |drop in expenditures on produc- 


; One may assert with some con-| years the country may have to go/|ers’ durable equipment is likely, 
fidence, I think, that the end of| through a difficult readjustment |one should bear in mind that the 


1948, | 


present rate of outlay is probably 
higher than will be indefinitely 
sustained. 

Expenditures on housing aiso 
seem likely to remain high, at 
least for a year Or so—possibly 
much longer. The figures on hous- 
ing are far from satisfactory. It 
is estimated, however, tnat be- 
tween 1940 and 1948 the number 
of dwelling units in the United 
States increased by about 7.6 mil- 
lion. This allows for destruction, 
demolitions, and conversions io 
nonresidential uses. In the same 
period the number of families in- 
creased by 6.9 million. Ab-ut 1.7 
million ot the dwelling unils were 
provided by subdividing existing 
houses. The quality of many of 
the dwelling units produced by 
subdividing existing units -s quite 
uncertain. Undoubtedly many of 
the dwelling units added in ‘this 
manner must be regarded as tem- 
porary. 

The strength in the demand for 
housing has been one of the out- 
standing features of business dur- 
ing 1949. In the first quarter of 
the year new housing starts were 
5.7% below the first quarter of 
1948; in the second quarter, 5.6% 
below the second. quarter of 1948, 
During the last three months, 
however, new housing starts have 
been running above the corre- 
sponding period of 1948. In Au- 
gust, they were 12% above August. 
1948. 

Underlying the sustained de- 
mand for housing is a lerge in- 
crease in population and a signifi- 
cant rise in the birth rate. The 
decade of the forties will see the 
largest increase of population in 
the history of the United States- 
a gain of roughly 19 million. This 
upsurge in the growth of popula- 
tion Las made all recent estimaies 
of population growth obsolete. For 
example, the country teday al- 
ready hes more people than the 


Temporary National Economic 
Commission assumed it would 
have in 1960. Even the povula- 


tion forecasts made by the Census 
as late as 1945 are badly obsolete, 
because the country today ha 
nearly 4 million persons 
than the Census in 1945 est mated 
it would have at this time. The 
rise in the birth rate shcws no 
signs of subsiding, because births 
in the first half of 1949 were 
slightly larger than during the 
first half of 1948. 

One way of judging whethe: 
the present rate of expenditures 
on plant, equipment, and housing 
is abnormally large is to cstimate 
the rate of such expverditures 
which the economy can be ex- 
pected to sustain in the long run. 
In the seccnd quarter of 1949 ex- 
penditures cn plant, equipment, 
and housing were running at the 
annual rate of $36.8 billion a year. 
It is reasonable to expect plant 
and equipment to increase by a 
rate of 3.0% per worker a year. 
I have made a rough estimate 
that industrial plant anid equip- 
ment at the end of 1949 was about 
$290.5 billion, or $5,350 per worker 
outside of government employ- 
ment. If plant and equipment per 
worker were increased about 3% 
a year, and if the net increase in 
the work force were 600.000 per 
year, net new investment in in- 
dustrial plant and equiprrent o! 
roughly $12 billion a year wceuld 
be required. If replacements ran 
about half again as much <s new 
investment, as in the vast. gross 
private investment in in7ustrial 
plant and equipment would run 
around $30 billion a year. To this 
should be added some exnendi- 
tures on housing to provide for 
the increase in population and the 
replacement of old housir* These 
might run about $4 
more a year. The total outlay on 
plant, equipment, and housing 
which may be regarded as “nor- 
mal” from the long-run point of 
view is, therefore. at least $34 
billion—not far. below the "resent 
amount of gross private invest- 
ment. 


more 


The view that the reces“ion in 


business will not be aggravated 
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by a drop in expenditures on au- 
tomobuies, plant, equipment ana 
housing presupposes tnat the other 
principai forms of expenditures, 
such as the outlays of local, state, 
and feaeral governments for goods 
and services and the outlays of 
individuals for consumer goods in 
general will not drop. As a matter 
of fact, I expect these two other | 
forms of expenditures to rise. The 
defense outiay of the federal gov- 
ernment will continue to rise for 
a number of months to come. Ex- 
penditures by local and state gov- 
ernments are steadily climbing 
and may be expected to continue 
to rise. The accumulated need of 
communities for schools, hospitals, 
roads, bridges, and other public | 
works is very large. Next year | 
the pressure for much-needed out- | 
lays for modern highways will be | 
greater than ever. With over 7 
million trucks obstructing traffic, 
enormous expenditures on roads 
are inevitable. Hence, government 
outlays during the next nine 
months will be larger than during | 
the corresponding period of the 
previous year. Included in gov- 
ernment spending are the large 
special insurance dividends which 
will be paid to veterans early 
next year. 


Expenditures of individuals for 
consumer goods are likely to be-. 
come a larger proportion of total | 
personal income after taxes. Dur-| 
ing 1948 and the first quarter of 
1949, the ratio of expenditures for 
consumer goods dropped relative 
to incomes after taxes. As a re- 
sult, personal savings increased | 
from an annual rate of roughly 
$6.7 billion in the first quarter of 
1948 to an annual rate of about 
$17.1 billion in the first quarter 
of 1949. The figures on savings 
are not entirely reliable, but it 
seems clear that the increase in 
personal savings was substantial. 
In the second quarter of 1949, 
however, the rate of saving was 
moderately below the first quar- 
ter. The drop in the rate of sav- 
ing is likely to continue because 
the large volume of saving during 
recent months was based undoubt- 
edly upon the decision to see how 
far prices were likely to fall. If 
individuals could be persuaded to 
reduce their saving to an annual 
rate of about $13 billion a year, 
or approximately 6.7% of per- 
sonal incomes after taxes, pur- 
chases of consumer goods at pres- 
ent levels of income would rise 
by about $3 billion a year or about 
1.7%. Such a rate of saving would 
be about half way between the 
rate prevailing in the second quar- 
ter of 1948 and the third quarter 
of 1948. It would be slightly above 
the average rate for the year 1948. 


IV 


Does not the devaluation of the 
British pound and other curren- 
cies make all of the above analy- 
sis obsolete? Do not these deval- 
uations strongly reinforce defla- 
tionary influences? And are they 
not bound to push production and 
employment down _ substantially 
below present levels? My judg- 
ment is that the immediate ef- 
fects of devaluation on the United 





superiority of the United States 
nowever, and. so great is the ca- 
pacity ot tnh.s country to improve 
methods of production that de- 
valuation of other currencies maj 
oe neeaed every few years. 


The immediate effect of the de- 
valuation is to raise the price on 
American exports to ali of the 
-ountries which have devaluea 
vuheir currencies and to reduce the 
prices of goods produced. by other 
countries in American markets. 
This will encourage desirable 
shifts in world trade. Devaluation 
is likely to affect American ex- 
ports more quickly than American 
imports. Imports into the United 
States are limited by a consider- 
able variety of conditions — the 
ability of other countries to pro- 
duce goods or to spare them, the 
American tariff and customs reg- 
ulations, the lack of adaptability 
of foreign goods to the needs and 
castes of Americans, the reluctance 


United States will. simply inereasc 
their demand for American goods 


V 


Is there not danger that a large 
and prolonged strike in tne coa. 
inaustry or the _ steel industry 
would plunge tne country into : 
recession from which it would no, 
easily recover? Certainly a large 
and prolonged strike in either oi 
these two industries would soone1 
or later produce substantial un- 
employment and a large drop in 
incomes and in the immediate de- 
mand for goods, I say this despite 
the fact that the country’s ability 
to limp along with insufficient 
supplies of essential goods is 
greater than most of us suspect. 
I do not believe, however, that a 
severe strike in the coal industry 
or the steel industry would pro- 
duce a recession from which the 
country would have difficulty in 
recovering. The state of business 
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== By JOHN T. CHIPPENDALE, JR. 


The government market has become a very narrow market with 
fairly pronounced price changes (in both directions) taking plate 
on light’ volume. The professionals continue to dominate the 
restricted activity in Treasury obligations, and this has made for fast 
and in many instances seemingly meaningless movements in quota- 
tions of government securities. Prices are quoted down and 
buyers that become interested in purchasing issues as the market 
recedes report only a few securities are obtained in what appears 
to be a weak market, based at least on the course of quotations. . . . 


On the other hand, when prices are moving up, sellers indi- 
cate only limited. amounts of securities are disposed of because 
buyers back away from not too sizable offerings. . . . This type 
of market action probably means the technical position of the 
market is not favorable and it will no doubt take more time te 
correct the indigestion which seems to still be mainly ameng the 
smaller professional operators. .. . 


INVESTORS WARY 
The easier money policies of the authorities resulted in higher 












need to increase the physical vol- 


_states by over 40% 


| of 


is fundamentally determined b) 
the willingness of individuals ana 
business to buy goods. This will- 
ingness is determined by accumu- 
lated needs, new desires, the vol- 
ume of liquid assets, the volume 
of debts, judgments concerning 
investment opportunities, and the 
general appraisal of the future. 
Some of these determinants of the 
level of business would be affectea | 
by a prolonged coal or steel strike, | 
| but none of them would be af- | 
| fected to a very substantial ex-| 
|tent. Others would not be’ af-| 
| fected at all. To some extent a) 
prolonged strike would even in- | 


prices of Treasury obligation, but a sizable amount of this buying was 
by the “quick profit group,” which always makes for a certain amount 
of market instability. In the earlier stages of the market ad- 
vance these operators could take profits and cut down posi: “ns, be- 
cause there was a large enough investment demand to abr rb this 
liquidation and still move quotations ahead. Price »eakness 
on those occasions turned out to be buying opportunities. ‘ 


At the present time there is not this same feeling of confi- 
dence about prices of. Treasury obligations, especially the ability 
to push them ahead sizably from prevailing levels. . There- 
fore, investors are not inclined to go all the way out on the limb 
and make large commitments in the more distant Treasury obli- 
gations, They are more disposed to wait and see what is 
going to happen in the economic picture before taking action one 
way or the other. 


of Americans to buy goods on 
Which they may not be able to 
zet satisfactory service. If prices 
in British currency were to re- 
nain unchanged, the British would 


ume of goods sold to the United 
in order to 
arn the same number of dollars 
when the pound is priced at $2.80 
as when it was priced at $4.03 
Such a large increase in exports 
cannot be expected to occur ai 
once—although for a few weeks 
the British may receive large or- 
ders based upon the demand which 
accumulated while people were| 
waiting for devaluation to occur. | Crease the demand for goods be- | 
At any rate, foreign countries are | C@use it would give needs a chance 
likely to have fewer dollars to | to become more acute and make 
buy goods from the United States people more willing to draw upon 
in the immediate future than they | quid assets or go into debt in 
possessed a year ago. order to acquire goods. I do not 
There are three principal rea- | et ae the yy ac ot 
sons for believing that the imme- ayer coe pres agar eT | 
diate effect of the devaluation of Bags ; the. pe of . these 
he po upon the American. Prt hip PR ote yg ve ingy weet 
bee ag limited. In the sonia gre, wonliet, INE TONE meyers 
first place, devaluation comes at 7 GaPEres r " 
a time when inventories are low | VI 
and when buying by business en- | This analysis leads to the con- 
te reap ys _ a c* age wer clusion that the immediate out- 
rate Of sales, Under these clrcuM-~ | jook for business is the mainte- 
stances expectation of lower prices | nance of substantially the present 
cannot produce much added post- levels of production and employ- 








INTERFST RATES SEEN STEADY 


't is behheved in many quarters there will be no important change 
ihe level of interest rates, unless the business pattern is worsened 
pv strikes . Accordingly, many investors have adopted a cautions, 
walt and see attitude which reduces the activity and volume in the 
government market. . Professionals on the other hand, can cause 
some wide price movements on limited activity but these changes 
genersliv do not have a pronounced or lasting effect upon the main 
market trend. . 


mM 


Although there are vociferous followers of the opinion that 
lower money rates are purely a question of not too much time, 
the action of the government securities market itself seems te 
indicate the bulk of those interested in the money markets de 
not shure that opinion. If there was no doubt as to stil 
easier credit, it seems as though prices of Treasury obligations 
would not be backing and filling within the recent trading area 
on restricted volume. Ample funds are available for in- 
vestment but in the case of the deposit institutions these are being 
put largely into short-term obligations, because of the uncertainty 
that appears to shroud the government market. If prices 


ponement of buying. In fact, it ment with the underlying move- have about reached peak levels, and are in a plateau, the ten- 
can hardly prevent the rate Of ment slowly upward. The reduc- dency will be for many investors to confine commitments in tne 
business buying from rising tO) tion of inventories is about over. longer end of the list, to the filling in of maturities. This 
the rate of sales to ultimate con- [hig means that business buying would no doubt curtail the activity in the higher income 
sumers, In the second place, de- | \)i1; soon have to rise to the cur- eligibies. . 


valuation comes at a time when 
decreases in vrices are needed to} 
stimulate consumer buying in the 
United States. American concerns 
have been reluctant to go after| 
business by cutting prices, and 
substantial price cuts have been | 
confined to relatively few com- 
modities. The availability of for- 
eign goods at lower prices will 
stimulate at least a small amount 
price cutting in the United 


rent rate of consumption of goods. 
No substantial drop in expendi- 
tures on plant, equipment, and 
housing is in sight. Government 
expenditures will continue to rise 
and individuals will spend on 
consumer goods a moderately | 
larger proportion of personal in- 
| comes after taxes. Unless business 
|concerns seek more aggressively 
|to increase their sales, however 
: : ; the recovery will not be as com- | 
States, This will be desirable be-| pjete as one would like to. see it 
cause it will help to maintain pro- | ang unemployment will probably 
duction and employment in the! hover around 3.5 million. This ic | 


BANK MARKET OPERATIONS 


Commercial banks have been making selective purchases of 
ieeted issues for maturity purposes, with the longer: partially- 
exempts, the 2s due 1952/54 and the 242% due 9/ 15/67/72, among the 
most prominent commitments. Even the large money center 
banks have been among the important buyers of these securities. .. . 
The amount of bonds bought has not been large because these insti- 
tutions have not been in the mood to step up bids. Blocks of 
the higher incomes would most likel, be well taken but not too many 
of them have shown up in the market so far. Also the pick-up 
in loans, which has been fairly sizable, means the commercia! banks 
are not under the same pressure to put funds into the government 
market, as in the recent past. 


Savings banks have not been as active, either as buyers or 


|economy as a whole. In the third good by prewar standards but swappers, and this accounts in a large measure for the uncertain 
place, the surplus of exports of | hardly satisfactory by postwar | market action of the restricteds, especially the nearer eligible 
goods and services from the United | ¢angards. The time has come | bonds. . The demand for the 1952 and 1953 eligible taps sti 


| 


| national product. In 1948 the sur- 


States will be quite limited. There | 
will be mild downward pressure | 
on prices, but production and em- | 


ployment here will probably not 
be reduced, The long-run effects 


| product of $262.4 billion; 


of devaluation will be favorable | 


to the economy because devalua- 


tion will help establish more nor- | 


mal economic relationships be- 
tween the United States and other 
countries. 

One of the best things about 
the devaluation is that it has oc- 
curred and is over with. Hence, 
an important uncertainty has been 
removed for the time being. An- 
other good thing about the deval- 
uation is that it is fairly drastic 
and may, therefore, in conjunc- 
tion with other devaluations and 
Marshall Plan aid, meet the needs 
of the world for at least the re- 
maining period of the Marshall 
Plan. So great is the technological 








seems to be sizable, although some money market followers be- 
lieve these bonds have been bulled a little too much, especially 
when compared with the Vics. Life insurance companies 
continue to be inactive as far as the ineligibles are concerned. . .. 
As for the bank issues small amounts of the longer maturities 
are reported to have been sold by these institutions. . . . 


a 
INCREASED ACTIVIPFY IMMINENT 


Bradschamp Co. Formed 
e Income tax collections have tended t ict s “i 
HOUSTON. TEX.—Bradschamp | nded to restrict somewhat the ae 


& Co. has been formed with of-| Uvity of the deposit banks in the government market. 

fices in the Union National Bank however, should be vassing shortly, and as a result more action is 
Bldg. to engage in a securities | expected in the market from the commercial institutions. This 
business. Officers are Victor | should make for greater buoyancy in the bank list. 
Dykes, President; John B. Carter | 

and J. H. Freeman. Mr. Dykes| 
was formerly with Russell Berg & | 
Co. of Boston. 


States over imports of goods and | therefore, for the country and 
services into the United States is| businessmen in particular to con- 
only a small fraction of the gross.|.ciger how the rate of spending by | 
individuals and business concerns 


plus of exports of goods and Serv- | pan be stimulated. 


ices over imports was $6.3 billion 
or 2.4% of the gross national 
in the | 
second quarter of 1949, the surplus | 
was running at an annual rate of 
$7.3 billion, or 2.8% of the gross 
national product which was run- 
ning at an annual rate of $256.1 
billion. One cannot expect deval- 
vation immediately to eliminate 
the surplus of exports of goods 
and services over imports. Per- 
hans it might cut the surplus in 


Now H. C. Denison Co. 


SHEBOYGAN, WIS.—H. C. 


S. S. Pierce Co. Formed 


(Special to THe FINANCIAL CHRONICLE) 





half. That would be equivalent yee ; 2 BOSTON, MASS.—S. S. Pierce == as been for Oo 
to an increase of abovt 1.4% of Monasch & Co. Company has been formed with poem _ ve — t tee 6 
supply in relation to demand. A SAN FRANCISCO, CALIF.—| Offices at 133 Brookline Avenue continue the investment business 


of Homer C. Denison, 
Bank Bldg. 


Security 
Officers are Homer 


| to engage in a securities business. 


change of this magnitude would 
& | Officers are: Roger Preston, Presi- 


not have great influence on the 


Monasch & Co. is engaging in the 
investment business from offices 


economy as a whole, though the | at 256 Montgomery Street. Part- | Gort: eens athe C. Denison, President and Treas- 
impact upon specific industries | ners are David Monasch, Jr., gen- | President and Secretary: and urer; Harold F. Huibregste, Vice— 
might be considerable. One should |eral partner, and Sam Sobel, | Samuel C. Brown, Treasurer. John President and Assistant Secre- 
bear in mind that any success of| Albert Davis and Philip Diller,| T. Lang will be a member of the tary, and Lucy M. Horn, Secre- 


| firm’s staff. tary. 


other countries in selling to the/| limited partners. 
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Some Rules and Other Advice 


(Continued from page 4) 


many salesmen do not mean to be 
impolite—It’s the careless actions 
ef impoliteness that occur most | 
frequently—but at the same time | 
they are impolite, and that doesn’t | 
do any good for their accounts. | 
When you go in to visit an of-| 
fice, don’t put your hat on the) 
desk of the person you are cali-| 
ing on. I saw a film strip a short) 
time ago designed to educate, 
manufacturers’ salesmen on how 
to sell. In this film, the manufac- 
turer’s salesman enter a dealer’s 
office and the first thing he did 
was to plunk his hat right down 
in the middle of the desk. I 
thought that the fellow who wrote 
the film strip might, himself, 
learn a little bit about diplomacy 
and being a gentleman when you 
are out trying to get business. 
Don’t put anything else on that 
customer’s desk that you aren't 
using at that moment in your 
solicitation. If any of you have 
ever had a job behind a desk, | 
where you are terrifically busy, 
you know that everything that 
lands on that desk necessitates 
some attention and some work on 
your part, no matter what it is. | 
The work comes on the top of 
your desk and if you've got a. 
busy job you don’t want your 
desk cluttered by other people 
coming in and putting things on) 
your desk that don’t belong there, | 
so you realize that a salesman 
doesn’t make a very favorable im- | 
pression when he does that. 


Another: Keep your feet on the 
floor, and don’t scatter ashes all 
over the place. Someone asked 
me whether it is okay to smoke 


when you are soliciting an ac-' 


count. I see no reason why you 
shouldn’t, in most eases. It may 
be polite to ask, “Do you mind if 


I light up a cigarette,” and offer | 


one while you are doing that. 


I don’t think it is well to leave 
cigar butts on the ash trays on 
other people’s desks. It doesn't 
add anything to the atmosphere. 
Get rid of your cigar butts some- 
where else. 
get all chewed up as a cigar does, 
so that may not be so important, 
but on little details like that, be 
careful not to create a bad im- 
pression. 


Everything you say, and every- 
thing that you do in front of the 
person you are trying to sell 
makes some kind of an impres- 


sion. That will be either a favor-| 
able impression, or a bad one.| 


Consciously, or 
the accumulation of these impres- 
sions is adding up in the custom- 
er’s mind. and he is either tending 
to do business with you or, for 
some reason, he doesn’t want to 
do business with you and wants 
to get rid of you, so these small 
but specific things that I’m talk- 
ing about now are either con- 
tributions toward a favorable im- 
pression or else they take away 
from it. 


Another polite thing to do is 
always to acknowledge an order, 
and to thank your customer for it. 


You go out and spend quite a bit | 


of money and you like the sales 
person to thank you for giving 
him that business. It meant some- 
thing to you to make that pur- 


chase, to commit yourself for that | 


amount of money, and you like 
to think that when you favored a 
certain person with that business 
that he appreciated it, because 
you could have taken it some- 
where else. 

So, in your own selling, it 
doesn’t take much time to cail a 
person up, just say that you've got 
the order and “Thank you very 
much.” If the customer is from 
out of town, somewhere, drop 
him a small note. If you get the 
order when you are in the office, 


| might be able to win a lot of these 


_you certainly don’t fan up much 


| department and I'll get that in- 


A cigarette doesn’t 


unconsciously, | 


Security Salesmanship 


it’s the simple things that tne 
customer picks up most quickly 
and says, “Nothing doing, I’m not 
going to do any more business 
with that representative.” 


be sure to thank him for it before, 
you leave. 


“Don’t Argue” 


I won’t spend much time on the 
next “don’t.” It is “Don’t argue.” | 
There, again, you get this factor 
of repression. You might be the 
best logician in the world and you 


tives all the time and you, as a 


arguments, but in winning them | jistener, know that such talk loses 


enthusiasm on the part of the 
loser to continue to do business 
with you. You have repressed 
him, to a certain extent, and he 
doesn’t like it. 

“Do not bluff.” Don’t try bluff- 
ing, it really won’t get you any- 
where. You may be lucky enough 
to get away with it a couple of 
times, but one time you are going 
to get caught. When a person 
buys what you have to sell, he 
doesn’t want to think that the man 
with whom he is doing business 
is trying to bluff him on any point 
at all, so don’t bluff them. 

If you don’t know the answer 
to a question just say that you’re 
sorry that you don’t have that in- 
formation at the moment, and that 
you will get it for them. There is 
nobody in any line who knows 
everything about it; and the cus-| 
tomers do not expect you to know 
all about it. So, when you get a 
question that you are stuck on 
some point with, just say, “That’s| 
something that I can’t answer) 
right now but I’m sure I can find 
out about it. We have a research 


out and talk in superlatives all 


is best,” pretty soon your sales 
| talk loses its strength, because you 


thing you say. 
If you have one very important 
point about your Own house, or 


stock, or bond, or service that you 
are going to sell, work up to that 
and let that be the one superla- 
tive thing you talk about, but 
‘don’t kill it by bringing out a lot 
of other superlatives too, because 
if you do that one important point 
will lose its selling strength and 
you won't have anything to trade 
on. 
“Don’t Lose Your Temper” 


“Never lose your temper.” You 
would think any salesman would 
know that, but there are plenty 
of salesmen who run up against 
customers who come out with 
points that aren’t quite correct. 
The salesman knows they aren't 
right and he starts going back at 
the customer and the first thing 
you know the salesman has lost 
his temper. When he does that he 
loses the sale and, usually, the 
account. 

You must be diplomatic in your 
'sales relations. You can’t go 
around arguing and losing your 
temper with other people. Even 
though for an instant you may 


formation for you and give it to 
you.” 

Here is a very important point: 
Never talk about one of our cus- 
tomers to another customer. That 
is very bad business. 

You call on Mr. Brown. You do 
some business with him. Then you 
go to the next town, or the next 
block, and you talk with Mr. 
Smith. Smith says, “What is! run you will have lost out because 
Brown doing these days?” Don’t) you lose the business. And what 
tell him. |does the salesman try to accom- 

I’ll tell you why. In the first) plish? He doesn’t go around try- 
place, Mr. Brown doesn’t want|ing to inflate his own ego by 
you discussing his business with| winning arguments with people, 
other people. Brown is going to| he goes out to try to get business. 
find out about it. I don’t know) Even if you have to crawl and 
how he does it, but eventually he creep a little bit, and if the fellow 
is going to find out that you are| makes a point that you know Ils 
| discussing his affairs with some-| wrong, if it has no great perti- 
|\body else. So you lose Brown’s|nence upon your sale, what do 
business when he finds out. Then! you care? What’s the difference? 
you will also lose Smith’s busi-| You get the order, and you get 
/ness because Smith says, “Well, if| your customer, and that’s what 
this fellow tells me about Brown, | you're after. So do not sacrifice 
he is going to tell Brown about! business for small personal vic- 
'me, so I guess I won’t tell him| tories. Actually, it doesn’t do you 
anything,” so pretty soon you are| any good. It doesn’t earn you any 
known by your customers to be | money, and that’s what you're 
someone that they can not confide | after. 
in, so they don’t tell you anything.| Here is one more “don’t”: Some 
| salesmen adopt the “pity poor me” 
attitude in selling. 


“Don’t Misrepresent Yourself” 


Another “don’t” is not to mis- | It’s the weakest type of solicita- 
represent yourself, your company,| tion in the world where you try 
or what you are selling. Other-| to sell something because of your- 
wise, it’s going to come back at! self. 
you, There may be a tendency, | 
/sometime, when you are trying to| don’t spend money because of the 
close a sale and you have had a| circumstances of some other sales- 
very bad week and you feel that} man who happens to come up tc 
this fellow is just on the point of 
buying, and you just say some- 





_thing that isn’t quite true. You) scmet 


trying to sell him, just to get him | cause of personal relations. 
| to buy. 

| You make a mistake when you | po 
'do that because usually he is go- | . 

ing to find out about it and when | Be An Intelligent Counsellor 
|he does find out that you said’ 


ints. They bear observing. 


its effectiveness, so when you go! 


satisfy your own ego, in the long | 


salesman is to approach your sell- | working for myself. What about 


‘ing job with the problem ap-|my benefit?” Well, your benefit 
| proach. You don’t go out and try} will come from being aware of 
'to sell certain issues, you ap-| doing something for their benefit, 


| 


| 


proach people from the point of | because you certainly are not one- 
view of their problems and you show salesmen, you are building 


‘try to solve those problems for | accounts, and the way to do it is 


'them with what you have to sell.| strictly from their point of view. 


| 
j 
| 


the time, “This is best,” and “That | 


have put everything up at the one | 
level and they discount every- | l 
| policy. 


| 


| 


| 
| 
| 


| 


(it is a personalized approach. 
is 

Try not to talk superlatives | 
continually. You’ll notice that a|I was earning $45 a week, back in | “Overselling.” Do you think that 


lot of advertising, especially over|the depression, and I was very) in your own work you have a 
the radio, is talking in superla-| glad to be getting that, and I was ‘tendency to oversell, or undersell, 


Here, th int that comes first | Brac vps acc 

re, the poin | Here is a tie-up with what we 
the welfare of your prospect. | oe discussing a moment ago 
When I first got out of school) ahout talking too long. It is 


contacted by a person that I had | or don’t you know, or have you 
worked for in the summers for) eyer considered it? What I’m 


a while, and I owed this man N° about to say is a little bit com- 
obligation—I had been selling for | plicated. I'm going to cut hair- 
him during the summers—he was |jines here, but try to bear with 
now selling insurance and after || me. 
got this job he found out about, Overselling is bad. I'll tell you 
it and he came over to see me€/ why it’s bad. If you oversell dur- 
and try to sell me an insurance | jng a solicitation you create doubt 
|on the part of the listener while 
I told him how much I was| you’re overselling. If you were 
making and gave him some other | the listener you would say to 


‘about a particular investment, or | information that he wanted. He | yourself, “Why does he have to 


went back to his office and he was | push so hard and do all this sell- 
going to submit a proposal to me.| ing? There must be something the 
He returned in about a week with | matter here, something wrong. If 
his proposal. This was during the | this is as good as he says it is he 
depression years when you didn’t| doesn’t have to dress it up as 
know how long your job was, much as this, or go on as long as 
going to last anyway, and you} this,” and so overselling will bring 
were lucky to have a job. So, he | a reaction against you of doubt, 
came back with his proposal, and | hesitation and a wondering of 
the premium I was supposed to| Why you have to put so much beef 


/pay every month was $45. That into your sales solicitation. 


/would be one week’s pay out of | 








|in investing some money in this 
You know that you, yourself, | 


| 


you and starts teiling you about | 
his personal situation. You buy| from the point of view of that 
hing because you want it,| person’s — 
misrepresent a stdck, or a bond,| or because you feel that you have | that institution’s overall income 
or whatever it is that you are|a need for it. You don’t buy it be-| and security, whatever it is, and 


That’s enough of those negative| him “A” stock, or “A” series of 


| 


| 
| 


The next general selling point | will build up his estate for him. 


‘something that isn’t true—even if | is that you’ should strive as hard | 


you didn’t mean it—say you took| as you can to be very efficient | financial counsellor to people, just 
a guess at it, but it wasn’t true—/| and intelligent financial counsel-| as the second insurance man was 


_he isn’t going to place any more | lors. 

orders with you. You have lost} Remember that you pre not 

| business. | just out selling certain stocks, or 
All of these factors that I am/|out selling certain bonds. What 

_discussing now constitute some of| you are doing, actually, is builc- 

'the reasons why salesmen lose) ing up investment programs on 

|business day in and day out the | the part of institutions and on the 

year round, continually. They are| part of individuals. 

very simple things but sometimes | 


To be the counsellor type cf | “Well, that’s okay, but listen, I’m| 


Overselling, again, might tax 
every month for insurance. Isn’t | the patience of a listener. 

that rather high? I don’t know too| . On the other hand, if you un- 
much about insurance but [| dersell just a little, you give the 


‘thought that was high. He tried |impression that you've got some- 


hard to sell it to me. Well, 1| thing pretty good. “If they don’t 
backed away from that just as | take it, somebody else will. May- 
though it were a hot anvil, and I| be they ought to take it.” There 
have never bought anything from | }5 4 tendency in our lives to want 


that person because I received the | what we can't get. 


Now, I am not saying that 


impression that this man didn’t 

care so much about me, he was people buy because of reverse 
just out selling policies, simply |©™8lish, as far as stocks and 
trying to make some money | bonds are concerned, but there 


should be a tendency to undersell 


through me. When I did buy in- rather than oversell, because it is 


surance I bought it from another | 


chap who never exerted any | better in the long run. You will 
: ” | do more selling that way. 
pressure, or never tried to over- : ; seas 
sell me Here is where Im splitting 
: Thi ‘ q ae hairs. At the same time, you can’t 
is secon man wanted to 


go in and not expect to give a 
complete solicitation on what you 
have to sell. You do give a com- 
plete solicitation, but you dont 
oversell by talking too long, or 
pushing too hard, or putting the 
pressure on, because that is where 
you will overbalance it, and you 
are not doing yourself any good 
/when you get beyond that line. 
Just where that particular line 
of demarcation is between doing 
a complete and thorough job of 


know how much my obligations 
amounted to, contacted me with 
the problem approach, a person- 
alized sclicitation, and with a 
really sincere interest in my over- 
all welfare. He was naturally the 
fellow who got the business. 

In building up your business, 
with each person you contact, be- 
fcre you go into his office you 
should plan out what you are 
going to try to do with that par- | 
ticular account. Of course, it often’ soliciting and yet not being guilty 
happens that you are unable to! of overselling is something that 
do any specific planning until you| only your own judgment can 
have made the contact, until you! teach you, and your own experi- 
find out what the circumstances! ence, but out in social life, out 
are, and what are the particular | anywhere, you may get next to 
interests of your prospect. But in| someone at a dinner or someplace 
that kind of an approach you go) like that and they get to harping 
in to tell him what your business| away on one subject and for a 
is and that you would like to| while you are interested and then 
advise him, if you may, of what| you get to the point where you 
is going on in the investment! want to move away. You've had 
field. Perhaps you say that you| enough. You've had too much of 
would like to try to interest him/|it. And the same thing happens 
in sales solicitations. 

Remember that there is such a 
thing as degree of acceptance on 
the part of a buyer. You may go 
into one bank and that buyer may 
be all ready to buy a block of 
municipal bonds, or government 
bonds from you. Well, as soon as 
you start talking with him you 
gauge the amount of his accept- 
ance to what you are trying to sell 
and you can see pretty soon that 
all you have to agree on is just 
exactly how many he wants and 
when he wants to pick them up. 


In that case, you don’t go on 
and give a complete solicitation. 
You don’t have to. The buyer is 
sold already. You will sometimes 
meet this passive buying accept- 
ance on the part of your cus- 
tomers. When you meet with 
that, just pick the order up. 
Don’t go into a long talk. Don’t 
give a long solicitation. 


field, and then you gather all the 
information you need concerning 
what his commitments are, what 
his obligations are. Then you are 
able to prepare a very nice plan 


long-term welfare, or 


then go back and don’t try to sell 


bonds, or any one particular issue, | 
but sell him an investment pro- 
gram, over a period of years, that 


The point here is that of being a 


to me, the one who took a really 
sincere and friendly interest to 
bring forth something that would 
be of benefit. 

At the present time you have 
certain accounts. Ask yourself 
what you are doing for the benefit a Bia » 
of those accounts. You might say,| Buying Is a Positive Action 


Buying, on the part of any per= 
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son, is a positive action. It is an! 
affirmative commitment. It is. 
“Yes,” _they are going to do 
something. There is notning neg- 
ative about it. 

The negative end is, “No,” they | 
are not going to buy. Now, if. 
you are going to move people to 
take a positive action—and that 
is what you are trying to do— 
your attitude and your selling 
story must be positive. One posi- 
tive factor leads to another. Nega- 
tive factors lead away from buy- 
ing. 

So, don’t talk about negative 
things when you are making the 
call. You talk about the favor- 
able points of what you have to 
sell. You talk about a _ person’s 
Savings, or an institution’s funds 
working for them. You talk about 
the potential income. You talk 
about security. You talk about 
the possibility of appreciation in 
the value of what they buy. You 
talk about all these things that 


a person likes to think are going | 


to happen. Does that make sense”? 


You certainly do not allow the 
conversation to linger on how the 
market went bad the other day, 
or how so and so didn’t make 
out so well when they bought 
this issue, and things of that na- 
ture. Whenever you get into a 
subject like that in the conver- 
sation, get it out of there just as 
soon as you can, because that per- 
sons mind dwells on those nega- 
tive elements and the longer he 
dwells on that the farther away 
goes his buying attitude. 

There are certain plus points 
that you have to sell that some- 


by being on your toes and alert, 


| benefit out of it?”, and somehow 
|get them to thinking about that, 
| because, as I say, a lot of friend- 
| ship business, the man is becom- 


\ 


body else hasn’t got. If you don’t | 
have them, then that means that | 
you haven’t found out what your | 
strong selling points are. But you, | 
yourself, or your house—I mean | 
the house you work for—or the | 


particular securities that you may 
specialize in, there are some ad- 


/point of view, to take the larger 


_They are holding them purely 


and if a stranger came in there, 
' you, 


vantages connected with those | 
things that you can talk about. 
They are _ plus, affirmative, 


points, things that are above your 
in | 


competition, and if you talk 
that way vou will find that you 
will be led into sales sooner. 


How to Sell Against Friendship 
Competition 


“How to sell against friendship | 


competition.” Certainly, you all 
run into that. You are following- 
up on a buyer and he tells you, 
“Well, we give all our business 


give the business to your friend, 
but his boss wouldn't tet him give 
you more money in the allowance, 
so it would be bettter, from your 


offer. 

_ Well, if some account of yours 
is losing out by doing business 
with a friend, they may be a 
lot better off if they give you the 
business. There are a lot of 
friends who get business from ac- 
counts who are not doing a good 
servicing job on those accounts. 


because of friendship, and they 
figure to themselves, “Well, I 
con’t have to work on that ac- 
count, I’m going to get it any- 
way,” and because they’re taking 
it so easy on that account they 
arent doing a good job of fi- 
nancial counseling and servicing 


for instance, you would 
probably do a much better job 
because you are new. You knew 
that you had to hold the account 


and giving him good servicing. 

One question that you might 
put into your prospects mind, in 
a very tactful way is, “Just who 
is benefiting from that friendly 
relationship, the friend or the 
buyer? Who is getting the most 


ing too cozy about it and isn’t 
doing a good servicing job. He 
may be just riding on the friend- 
ship. 

Certainly, it is a lazy, insecure 
way for any buyer to buy, simply 
by depending on a friend. If you 
were paying a buyer $8,000 a year 
to buy things for you, you cer- 
tainly wouldn’t expect him to 
place his business, with your 
money, simply from the point of 


when you go out and get an ap-| 


to him a week from now, when 
you go back to see him again, give 
it to him all over, because ne’s| 
forgotten almost everything you| 
said. 
, He may have a good general | 
impression, and he wants you to) 
come back, but in the meantime) 
there have been a lot of things 
happen, and a lot of other sales- 
men come in, maybe a lot of your | 
competitors, and they can make a! 
good talk, too. 


again try to refresh his memory. 


Repeat Strong Sales Points 


It is always true, during the 
course of one sales canvass, that 
you repeat your strong. sales 
points and that you can’t expect 
him, at the conclusion, to sum up 
things all by himself. 
him of your particular points. 


Say that you are selling a trust 
fund. There is a certain descrip- 
tion of the diversification feature 


ever it is, a particular thing that 
you feel is a good selling point, 
so you will hit that again at the 
end, and you hit those other two 
or tree points, in summarizing, 
befere you ask him, “Mr. Brown, 
can we put you down for a cou- 
ple hundred shares of this fund?” 

You have got to do, as I said 
before 
him, a 
points. One of our members here 
used to be a teacher, and I know 
he will agree with me that you 
have got to repeat things if they 
are going to sink in. 
educating, so you have to repeat 


to remember them. 





view of friendship because you 
would know very well that some 
of that business was not your 


| best buy. 


So if you can somehow get that 
buyer to thinking that maybe the 
friend is getting the best of that 


relationship, and also that he is| 
bit unbusinesslike | 


being a little 


in placing his business purely 


| from friendship, without sampling 


the rest of the market, without 
finding out what other good buys 
there are, he might be missing an 
awful good bet, and that is ex- 
actly what you have to sell him. 


to so-and-so. He’s a good friend | 


of mine.’ Well, of course, the 
businesslike thing to do is to try 


to become such a friend, yourself, | 
because if you are really a strong | 


friend of a person you certainly 
have a favoring point in obtain- 
ing his business. 

But if you are not such a friend, 
there are certain things that you 
can say that may get you some 
business. In the first place, yeu 
and I both know that friendship 
in business covers a lot of sins. 
It really does. That fellow that 
you call on who has given: his 
business to another chap, in- 
wardly he may wish to heaven 
that he didn’t have to. He feels 
an obligation there. 


Bear in mind, when somebody; 
tells you that they are giving "names and faces of all of your) 
business to a friend—you might*?teachers or professors. 


A Lot of Business Not Being 
Tapped 
On the other hand, I feel that 


there is a lot of business that just | 
isn’t being secured by the invest- | 
ment salesman today, that there} 
isn’t | 


is a potential market that 
being tapped, and that you don’t 


only have to go around and take! 
business from other people, that| 


you can develop some _ business 
that isn’t being placed at the pres- 
ent time. 

There 


is a law of disuse that 


applies in selling. The law of dis-| 
use, applied to a man’s thinking, | 
is that he forgets things. We don’t | 


retain things. Try to think back 


| to the time when you were going 


to school and try to remember the 


There are 


tactfully bring this point up, andf probably a lot of them that you 


say, “Well, Mr. Brown, it 


basket.” And it isn’t! 


Your strongest point is this: 


isn’t | don’t recall. 
safe to put all your eggs in oney 


+ recall a number of the points that 
I brought out in my lecture last 


Business decisions are not.made | week, without referring to your 


from any sentiment, 
sentiment. 


should be detached from any kind 


of sentiment, and I’m sure you, 


will all agree with that. 
Suppose you were going to buy 
an automobile and a friend of 


yours said that he would allow, 
you $1,200 on your old automo- 


bile. You would like to give him 
the business. But then a stranger 
came up, and he would allow you 


$1.500 on your old car. To whom, 


are you going to give the busi- 
ness? 


Your sentiment, or your friend- | 
might make you -wdnt to, 


ship, 


* 





friendly.;notes, and I’m sure there are a lot | 
A business decision jsf them that you won’t remem-| 


| ber. 


*vass that you gave on Sept. 12 
to that person, you brought out 


everything in the book, as far as| 


you were concerned, how many 
things do you think he remem- 
-bered? He will do very well if 
he remembered two points that 
you told him, and yet you might 
have told him ten at that particu- 
lar time. 

The principle involved here is 
that you’ve got to repeat your 
selling points. Make an initial 





In order to get the person into 
the mental frame of mind where 


ing to buy what you recommend,” 
you've got to get the need firmly 
registered in his mind. He has to 
| feel the need of it. You realize 
that you, yourself, do not go and 
spend your money on things un- 
less you feel that you want them 
| and that you have need for them. 


|It is the same with the person 
| who is buying something from 


| you, and in order to build up that 

| mental condition in his mind 

where he is aware of the need for 

this thing, where he thinks he is 

going to benefit from it, you have 

| to repeat these things, to get them 
firmly registered. 

The next point is a most impor- 
tant one. You know that in selling 
you put forward an idea that is 
accepted and agreed upon by your 
buyer. You start out in the morn- 


} 


So, when you go back in there | 


Remind | 


contact and make a really good' tions in this series? Well, this is 
call, and if you’re feeling fine|number two: 


pointment to come back and talk en 


tion or action. In other words, it 
‘Is an idea from the outside tnat 
a person accepts, uncriticaliy, ana 
he allows that idea to motivate 
'him to a certain action, 


of that particular fund, or what- | 


| 
| 
| 
| 
| 
| 


» a lot of his thinking for) you think of your wife and your 
nd repeat your strong sales’ two or three children and of what 


| 
| 
| 


Selling is) 


| he is going to say, “Yes, I’m go-| 


present an idea, from the outside, 
that he accepts, uncritically, ana 
he commits himself to take a cer- 
tain action. So, suggestion has a 
great deal to do witn selling. 


buyers. 
| considerations to him, in different 
| ways. What you suggest is logical. 
‘It has interest for him and, be- 
| cause 
; accepts your good suggestion ana 
he acts on it. 


and force people to do things. We 
do not deprive others of their 
/mental freedom at all. What we 
‘try to do is to get them to do 
things by this means of suggesting. 
aroused, he will take action more 
quickly on suggestion. We can all 
think of 
| that. 


things, when you are selling, vice TAY SOR 7 ee & 


your prospect is going to be able! 


that is another way of doing it. 
-Well, so much for suggestion, gen- 
tlemen. It is very important to 
your work. 

Another general principle con- 
cerns “Selling a new account.” 
There are certain things to re- 
member about that. 

You can rarely expect to close 
'on your first solicitation. Don’t 
expect to go in and knock off a 
new account with your first visit. 
Don’t be disappointed if you fail 
to do that. You must do some 
work in order to get the new ac- 


Suggestion is an indirect pres- 
tation of a matter for consiaera- 


That is what selling is. You 


Iu 


eg count. 
\is a tactful, indirect way of ma- On ; 

: - ial your subsequent calls, you 
|nipulating the opinions of your present new information. Don’t 


You suggest different 


give everything out during your 
very first call. You have a selling 
campaign laid out to garner this 
great big new account that you 
are working on—I know that he 
isn’t going to remember every- 
thing you said the first time, but 
at least have something new, 
some point that it brand new, 
when you go back the second 
time, something that would add 
to your first selling talk, and you 
must add strength to it. 


“Don’t Shoot Your Whole Bolt 
At One Time” 

You are going to build this up 
as you go along. Don’t shoot your 
whole bolt the first time and 
then find that you have nothing 
left to work up to. 

Now, when you are out after a 
new account, you build yourself 
up. You build your house up. 
And you build up the service, or 
the product that you are selling. 
these three things. You can’t ex- 
pect to go in and get the account 
on just one. 

You talk about what you have 
to sell, and you talk about the 
people that you work for, and 
you talk about your services and 
the interest you will take in that 
account. 

I recommend that you dont 
hound the account too much. You 
other small policy, and he says,| may say, “Well, all right, I went 
“Well, is that going to last very; to see that fellew .on Monday. 
long? Your wife is going to be| When should I go up there again”? 
forced to go to work.” Well, he} Well, just when you should ge 
gets that into your mind and it is | there again depends upon how 
easier for you to take his buying! long a talk you had with him 
suggestion when you are emo-|and a lot of other factors. But 
tionally upset. |do not hound him because in that 

There is another point on this| case he'll think that you are too 
problem of suggestion. If the per- | hungry. And when he thinks 
son believes that the suggestion| you’re to hungry he'll think, 
originated from a very strong | “Well, this fellow isn’t getting 
source he is more apt to accept it. | much business. He’s not the fel- 
If you told some person, up in}low I want, to handle my ac- 
Boston, that the First National; count.” So, keep after him but 
Bank of Boston bought into this| don’t hound him too closely. 
issue very strongly because of| After you get your first order 
certain features, it would be aj|from a new account, you have 
suggestion that might be very) really just started, because your 
readily accepted, because you have | first order is when you just start 
traded the suggestion up to a very|to_go to work on that account. 
strong institution in New England,| |The buyer might say, “All right, 
so that if you can suggest in such | this feliow has been after me for 


you do it in a nice way, he 


The salesman doesn’t go around 


When a person is emotionally 


instances to illustrate 

The insurance man comes in 
and talks to you and in a very 
indirect way he talks about the 
future conditions of your family 
if you were removed by death. He 
uses the fear motive. He makes 


would happen to them if you were 
not there to bring in so much 
money every month to pay the 
rent and buy bread and butter. 
He presents that to you in a very 


that. 

“Well, you never can tell, some- | 
thing might happen to me,” and 
say you have $10,000 of G.I. in- 
surance and you might have an- 








Now, you think back and try to| 


That very excellent sales can-| 


| ing and you go over to see a pros- 


a way that the prospect believes 
pect, and what do you go there 


the suggestion originated from a 


for? very authoritative source, your 
You have in the back of your! suggestion will be taken more 

mind the fact that it would be 4a) easily. 

good idea if he owned some of Now, there are various ways of 

these shares. Say that you are sell- making suggestions. We don’t 


ing a particular block of bonds 
or something. Well, you think that 
it would be a good idea for him to 
put them into his investment pro- 
gram. 

You go over to see him, to get 
|him to agree with that idea. So, 
'what are you doing there? You 
|are transferring your thought to 
his mind, getting him to accept 
your idea and to agree with it, 
the agreement being his commit- 
ment to buy. 

When we go about trying to in- 
fluence other people to adopt our 
|ideas, our buying ideas, we don’t 
simply hammer them in by sheer 
force, You don’t do that. You 
|can’t go and grab the man by the 
collar and say, “Now, you’re going 
to buy this!” 


have the time to go into this very 


few. 


One is by question. “Do you 
do such and such?” or “What do 
you think of the possibility of—, 
—and then bring out what you 
are going to say; or, “What has 
your reaction been to these open 
end. types of funds’? 

Introduce the suggestion by a 
question. 

Another means of accomplish- 


ing your end is by reference to a 


For instance, “most of your cus- 
tomers have realized 20% 
ciation on this particular thing, 


Work by “Suggestion” on 
Indirect Action 
You suggest to him that it would 
be well if he accepted this idea 
that vou are putting forth. You 


erence to 
has been successful. 


do it indirectly. You suggest! in your expenditures for this 
What is suggestion? Remember I month so many shares of such- 
said that there were few defini-|and-such,’ a direct suggestion, | 


deeply, but I'll try to bring out a| 


think it might be a good idea to| him. 


° 


similar situation somewhere else. 
appre- 


it can be something like that or, 
again trading up to a big institu- 
tion that did something with ref- 
another situation that 


There is such a thing as a direct 
suggestion, that is tactfully made. 
“Might I suggest that you include 


hile, he’s a nice chap, 
jhe certainly has something good 
, to sell, and he comes from a good 
‘house. I'll give him an order and 
| see what happens.” 

| Well, what happens is what you 
‘do. In the first place, you thank 
| him for the order. You see that 
the order is put through right, 
and that an acknowledgement is 


| quite aw 


} 


i sent back to him, and you sevice 
Give him a lot of service 

and he’ll figure, “Oh, I'm not 
getting all this from the other 
| salesman. Maybe I should ‘ive 


this chap more business.” 

I'll just state the last general 
'principle. It is an old stery ‘@ 
|you but it may be brand new t@ 
| your prospect, so tell it to h.m. 

We have been talking about 
| general things having to d> with 
| selling. Now, the first step, or 
the first basic part of any sale is 
the preparation of the salesivan 
for selling. 

From now on, we're going te 
| discuss the sale from as technical 
‘a point of view as we can make 
|it and certainly the first part im 
|any sales transaction is the prep— 
‘aration of the salesman himself. 
Everything in selling besins and 
'ends with the salesman h:mself. 
| So, the first basic part.is the 
(Continued on page 24) 
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Some Rules and Other Advice 
In Security Salesmanship 


(Continued from page 23) 
prepaidauui vi fur 
job of selling. 

“How to Win Friends” 

In any activity in life, the hu-| 
man factor is the most important. | 
We are going to talk about how | 
you adapt yourself into the role of | 
the salesman, how you can ad-| 
just yourself, mentally, to do a 
good selling job, and a lot of 
other things that have to do with 
the integral part of a salesman for 
his own self. 

We'll begin by knocking out one 
school of thought on selling. It is 
the “How To Win Friends” school 
of how to get along in the world 
and become a great personag2, 
and this school relates these pithy 
bits of philosophy to selling. 

This book came out a while 
back and if you'll remember it 
said that the thing to do to be a 
successful salesman is to go in 
and shake hands with the cus- 
tomer and then ask him about his 
hobbies. Talk about the paneling 
in the office. “This paneling is 
just wonderful. The fish on that 
wall, up there, how did you ever 
catch that fish,” ‘““—and you, your- 
self, I have been an admirer of 
yours for a great many ycars, sir, 
—I have, Sir!” 

You talk about the prospect and 
his hobbies and. his family and 
this and that about him, for 
hours and hours and hours. You 
become a spineless flunkey. You 
lose all your personality and your 
own strength, and you just evap- 


the 


yuulcoctas 


orate down to somebody that is 
kneeling before the high and 
mighty. 

Ah, but then, eventually, this 


social meeting — you can’t call 
it a solicitation—-this social meet- 
ing between the two parties ends, 
and you grab your hat and start 
out. You are almost out that door 
when the prospect says: 

“Hmmm, by the way—What are 
you selling?” 

“I’m __ selling 
juice.” 

“Send up — 84 carloads!” 

Well, in my own career of sell- 
ing I haven’t seen business gotten 
that way, and I feel that some 
salesmen are being fooled if they 
helieve that is the right way to 
do business, picturing the buyer 
as a sentimental egotist who buys 
only from the people whe butter 
him up, and picturing the sales- 
man as a spineless person who 
does nothing but cater to the 
whim of the people he calls on. 
Selling is not like that today. The 
salesman has strength and char- 
acter, and personality. He offers 
something. He brings something 
with him. He is on the same level 
as the buyer. 

You go from strength to 
strength, and you don’t start with 
weakness. Many of the customers 
you are going to call on are pro- 
fessional buyers, professional in- 
vestors. They have been trained 
a long time in the methods of 
committing funds for investment. 

You are a specialist in the other 
end. of the business, just as tech- 
nically qualified and just as ably 
trained. The salesman is a special- 
ist in the distribution of things, 
on a par with the buyer, who is a 
technical expert in the commit- 
ment of funds. 

There are numerous levels in 
the selling performance, just as 
there are many levels in other 
walks of life. There is a highly- 
paid corporation lawyer, and there 
is an ambulance chaser. There is 
a doctor who is a highiy-skilled 
surgeon, and there is another who 
is a pill dispenser. 

In selling, there are the peddlers 
and the investment salesman. as 
representing the higher type of 
salesmen. 

Levels of Selling Performance 

But in the investment business 
there are also various levels of 


canned orange 


selling performance. Many sales- 
men, are satisfied with their ini- 
‘ial ability, as far as selling is 
concerned. A lot of salesmen ac- 
cept quite early in life the fact 
that they are trained, accom- 
pushed salespeople, and _ they 
jion’t advance any farther in their 
technical ability to get business. 


Well, the people in law, and the 
veople in medicine and the other 
noessionals who attain the high- 
_st levels, they do not get there 
vy being satisfied at an early datc 
uth their level of accomplish- 
nent. The same thing is true for 
aiesmen, but if you think you are 
i good salesmen now, two years 
vom. now you should be much 
vetter salesman. 

Selling depends upon quite a 
ew factors, and we'll review 
yme of them right now: 

The first is our natural apti- 
udes. I do not go along with the 
.€a that there is such a thing as 

born salesman. The “instinct” 
<hool of psychology leaves me 
old, anyway, as far as selling is 
oncerned, Your selling ability 
iepends upon the environment 
you expose yourself to, and your 
idaptation to the career of selling, 
and your adjustment to the quali- 
ications of the job, and a lot of 


a 


a 


-hat depends upon your own learn- 


ng and your own training, as far 
.s aptitudes are concerned. Some 
-eople are better adapted for sales 
jobs than others. There are no 
oorn salesmen, but the fellow who 
s of the extroverted type of per- 
onality is better adapted to go 
ysut and about and meet people 
and suggest and persuade them to 
ouy, than a_ highly-introverted 
type of person, who may be shy 
and reticent and not given to a 
‘reat deal of social intercourse. 

At some time in life a person 
nas to make up his mind, finally, 
what he is going to do in this 
world, Your decision has already 
been made, and if it has been 
made finally, then don’t go back 
and review that decision. Don’t 
ask yourself, ‘‘What in the world 
am I doing in selling? Maybe I 
don’t belong here at all.” 

If you have finally made up 
your mind that this is your job, 
don’t worry whether it is or not, 
because there is enough to worry 
about in selling without worrying 
about whether you should be do- 
ing it. You can not have in the 
back of your mind the thought 
that “I ought to quit and get out 
of this game, I ought to try some- 
thing else.” If you have that in 
your mind, that thought will re- 
duce your selling ability. It will 
shadow your confidence. It will 
distract your attention. And if 
you are entertaining that thought, 
do something about it. Either quit 
or decide, finally, that this is your 
life and then forget about it and 
concentrate on selling. Don’t split 
your mental energy between all 
the problems of selling, itself, and 
the continuing one of questioning 
yourself about your own career. 


Aches and Pains 


We all know, if we have been 
selling for a while, that there are 
a lot of aches and pains to this 
job, and that lots of times we lose 
good customers through no fault 
of our own. There are a lot of 
disappointments, a lot of discour- 
agements. A lot of times maybe 
we think we should be getting 
credit for a certain account and 
for some reason beyond our con- 
trol we are not getting credit for 
it. 

Some of these things are beyond 
our control, but any salesman who 
is going to be successful must re- 
alize that that is just part of the 
game. It happens to every sales- 
man, It is part of the job of sell- 
ing, all these delays and lost or- 
ders, and lost accounts, and that 


sort of thing, so that a person 
must prepare himself mentally to 
realize that he is due to receive 
a number of very discouraging 
setbacks and disappointments in 
his career as a salesman, but he 
must not take them personally, 
and everyone who is selling is 
subject to the same disappoint- 
ments. 

That is especially true of new 
fellows—that they have to adapt 
their mental attitude to be able 
to take stuff like that and then go 
out the next day and be better 
than they ever were before. 
You’ve got to live above all that. 
You have to lift yourself up and 
know and realize that if you lost 
one good account there is another 
better one around the corner, and 
you know that because you have 
been working that way, because 
you haven’t been putting all your 
eggs in one basket. 

People in selling certainly 
should know that this job can pay 
a proper reward, both from the 
point of view of money and from 
the point of view of emotional 
satisfaction, pride in accomplish- 
ment, self-satisfaction in doing a 
good job, praise from your boss, 





and from your community, in | 
having done something in the) 
business world that is very 


worthwhile. 


We are talking here about thei 
outlook ofy 


mental attitude and 
the salesman who is out every 
day looking for business, that he 


has to be convinced, deep down 


within himself that he is doing 


tetler 
overhead 


in selling. You must think very 
objectively. 


There are a great number of 
things that you must learn to 
ride ever rough shod in selling 
if you are going to be successful. 


There is the matter of abstract 
intelligence versus social intelli- 
gence. A salesman in this field 
certainly must have abstract in- 
teHigence, but he must also be 
socially intelligent. 


I do not mean, necessarily, that 
you have to be a hale fellow-well 
met, loud greeter, but you must 
be able ~to ingratiate yourself 
quite easily with groups of people. 


Proper Adjustment to Your Job 


You can’t kid yourself very 
long. As far as selling is con- 
cerned, if you have made an im- 
proper adjustment to your job, if 
you have not fit yourself into the 
work that you are doing, you split 
your energy and find a substitute 
medium to direct your energy to, 
as the man who has a job but 
spends most of his time in his 
lommunity as a boy scout leade: 
jr a leader of the :ocal dramati: 


society, something like that, I be- 
lieve most of those people — I 
| don’t say all of them, but most of 
‘those people have done that be- 
| cause they are not as successful 
|as they meant to be in their pri- 
'mary work, so that to compen- 
sate for being stuck at one levei 
/and not getting ahead in the busi- 
|ness world, they have aliowed 
'their energy and creative ability 
‘flow to some outside medium o: 
| expression. 

| jf you don’t adapt yourself 
|quite thoroughly to the job oi 
being a salesman, you are going 
‘to find yourself doing a lot o: 
_ other things that are not part oi 
| your work. A lot of your after- 
noons are going to be directed, 
perhaps, to the ball club, or ‘to 
| the golf course, or to some other 
place, and I don’t say that we aii 
shouldn’t go there once in a white, 
|'even on working time, but I mean 
‘that that should not become your 
| habit. But you can not kid your- 
'self and if you have not adaptea 
| yourself properly a barrier is pro- 
'duced in front of you, and you 
slide away from it one way or the 
other. 


“A Defense of Investment Trusts 


(Continued from page 11) 


with investment dealers. But be- 
vause the bankers stood back of 
mrarble railings in mausoleums, 


elr advice with a potency out of 

oportion to the value of it, 
if the investment 
in deference to a sound 
structure operated his 
OWii business from modest quar- 
ters. ~ However, in the presenta- 


these trappings often endowed 


rticularly 


something that he is adapted for, rtion of investment trusts you can 


and that will pay him what he 
wants, that will bring him what 
he wants out of life, and to sum- 
marize for a moment, your suc- 
cess as a salesman depends upon 
your ability, your natural tenden- 
jes toward this type of work, ; 
the amount of training that you 


permit yourself to be exposed to, » 


and the amount of ambition that 


you have, yourself, those four 
things. 
You might think that, accord- 


ing to nature, we should be able 
to start singing in a natural way 
any moment we choose, but a 
person just doesn’t do that. He has 
to learn how to sing naturally. He 
must be trained in proper breath- 
ing, proper phrasing, in tone, and* 
the use of the resonant chambers 
in your body. It is a paradoxical 
situation that we don’t do things 
in a natural way the first time. 
Why we should not, I don’t know, 
but we have to learn from others, 
who have, in_ turn, learned 
through a great deal of trial and 
tribulation and error and gen- 
eral experience, the right way to 
do things. 

Another example is when you 
pick up a golf club and go out 
to try to swing that club in the 
right way to hit the ball 250 


| yards down that fairway. There 


are lots of ways we swing that 
are not right. Someone nas io 
teach us, 


It is the same thing in sales- | 
manship, that no one can expect 
to grab his briefcase and put on 
his hat and just start out on a 


|career of selling and expect to 


sell correctly, all by himself. We 
just can’t do it that way. You 
must learn how to sell cortectly, 
and you either learn by yourself 
over a long period of time, 
through trial and a lot of error, 
or you are exposed to some good 
principles of selling that you 
adapt to your own use. 

A salesman must have an ob- 
jective approach toward his work, 
and toward his customers. If you 
are too highly sensitive about 
your relations with other human 
beings, you had better quit the - 
selling game. That is the intro- 
verted type of thinking. where} 
you relate everything back to the 
subject. You can’t think that way, | 





eléthe your story with consider- 
able appeal and glamour by de- 
tailing the fact that the manage- 
ments do nothing else but watch 


statistics, economic trends and 


Parkets and accordingly should 
“experts in this field, all of 
Which is true. For instance, one 
Véstment trust can build an ap- 
galing story around the antiquity 
of~ their investment counsel- 
RoGésevelt & Son—being careful, 
however, hastily to explain that 
it is the Oyster Bay Roosevelts, 
unless the locale happens to be a 
mine or mill town. This is, of 
course, a feeble attempt at humor 
6n the writer’s part. 
fhe practical difficulties con- 


fronting investment trust manage- 


ments, however, are highlighted 
im.-your .Own publication when 
frequently qualified economists, 
confronted with the same set of 
@conomic forces, arrive at dia- 
metrically opposed conclusions as 
to the future and perhaps in par- 
allel columns on the same page. 
The diversity of opinion in so- 
called market letters and among 
statistical advisory services is no- 
torious. 

Because the over-the-counter 
people hav@é always been the 
underdogs of the investment busi- 
ness, and because of necessity they 
merchandisé their securities in- 
stead of merely. executing orders, 


the over-the-counter man in the 


main ig..as better rounded and 
more .egmpetent individual than 
the customer’s man. 
token, the Negro athlete who 
reaches the top usually outshines 
his white competitor because he 
has succeeded the hard way. But 
in a race between the over-the- 
counter man and the customer’s 
man for the client’s patronage, his 


Own personal superiority is fre- 
quently insufficient to offset an 
electric board, a news ticker, a 
battery of so-called market let- 
ters, a patter about the Dow Jones 
rail average confirming the indus- 
trial average, whatever that may 
mean, and above all a listed se- 
curity. Luckily, the over-the- 
caynter man can arm himself with 
an investment trust if he wants to 


tip the seales more evenly in his' 


By the same 


favor, as after all he may have a 
wife and a family to support, also. 

And one of the more amusing 
phenomena of the times is tha: 
customer’s men, with all their in- 
herent advantages over other 
segments of the investment busi- 
ness, are turning to investmen 
trusts even though the solicitation 
of such business would seem to 
be incompatible with all thei 
training, instincts, habits, and 
conceivably even their long-range 
income opportunities. But once 
the customer’s man enters this 
field all his advantages evaporate 
and the superior energy and abil- 
ity of the merchandiser asseri 
themselves. 

There is a danger, as I see it, 
that the success that the invest- 
ment trust people have met as 
distributors, particularly in recent 
years, and created to a certain 
extent by the cautionary psycnol- 
ogy that has possessed the public 
since the deterioration of stock 
prices that set in in 1946, may 
cause them to forget tre admoni- 
tion of the Scriptures that “pride 
goeth before destruction.” For 
years the investment trust people 
knocked fruitlessly at the doors 
of rugged individualists among 
the securities fraternity, only later 
to find that when the stage set- 
ting turned in their favor the pay- 
off even among the most adamant 


distributors became’ gratifying. 
Without the lash of an _ uphill 
fight to popularize investment 


trusts, the managements may re- 
treat into a smugness and concen- 
tration in sacred cows and fash- 
ionable securities at the cost of 
missing the larger opportunities 
that might exist among securities 
that give the investor more cur- 
rent value and income for his 
money and have their future 
ahead of them. There is such a 
thing as a security being so rich 
that its price structure becomes 
vulnerable to external financial 
forces, beyond the control of the 
company,..as every holder of so- 
called gilt-edged bonds and pre- 
ferred stocks has found out 
cyclically over the last 50 years. 

I want to take this opportunity 
to commend the articles by Mr. 
Dutton which appear regularly in 
your publication. I have found 
them invaluable in helping. to 
cope with the multiple problems 
confronting the practical side of 
security distribution at the pres- 
ent time. 

Very truly yours, 


Cc. J. STUBNER, 
Stubner & Co., 
Union Trust Bldg., 

Pittsburgh, Pa. 
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Savings Banks’ Policy 
“Meeting Lower Interest Rates 


(Continued from page 11) 


decline in tax revenues incident 
to the business recession will in- 
crease the Federal aeficit of the 
current fiscal year to several bil- 
lions. The Treasury may logically 
be expected to give support to a 
low imerest rate policy when it 
is confronted with the need for 
rai-ing large amounts of new 
money, as well as refunding. 

O: e must conclude that, so long 
as business activity remains be- 
low t.e peak of a year ago—and 
production is down almost 15% 
from last fall—economic forces, 
Federal Reserve credit control 
policies and Treasury policy will 
all favor low interest rates. I re- 
fer, oi course, to the level of long- 


term interest rates, and not to 
day-by-day market fluctuations 
that could well run counter to 


the main trend for brief periods. 

A further decline in interest 
rates from the prevailing low 
level will raise fundamental prob- 
lems tor mutual savings banks. 
Tne majority of savings banks in 
this state -ow pay a dividend rate 
of 2% to depositors. The banks 
are earning enough to cover their 
operating expenses and to pay 
this dividend, with a modest mar- 


gin to spare. This would not be 
the case if the average rate of 
return now realized on earning 


assets should decline to any coa- 
siderable extent. 


Long-Term Bonds, Protection 
Against Lower Rates 
Because mutual savings banks 
are savings imstitutions, they can 
with propriety and safety hold 
long-term earning assets. Hence, 
ihey can protect themselves from 


the adverse effect upon earnings 
of a decline in interest rates tar 
more readily than can commer- 


cial banks which hold short-term 
securities and loans against de- 
mand deposits for the most part. 
It may be suggested that mutual 
savings banks can offset a reduc- 
tion in ear jings caused by low in- 
terest rates through cutting their 
operating expenses. The fact is 


however, that savings banks are 
row operated quite economically. 
That the services and facilities 


they provide are desired by de- 
positors, we know from long ex- 
perience: and their curtailment 
would seriously inconvenience. the 
public we serve. The cost of pro- 
motional efforts and advertising 
to encourage thrift and the ac- 
cumulation of savings is modest. 
Further mechanization of bank 
operations would reduce operat- 
ing expenses but little, and could 
not possibly of set any material 
decline in earnings realized on 
investments because of a decline 
in interest rates. 

The solution of the problem of 
coping with a further decline in 
the level of interest rates lies in 
the conitinued holding of long- 
term investments,that provide an 
adquate return to the bank, even 
though interest rates in the mar- 
ket should decline further. 

The protection of the present 
level of earnings by holding sound 
and suitable long-term invest- 
ments is good savings banking, 
especially in an era of declining 
interest rates. This is far sounder 
procedure than sacrificing quality 
to. secure higher rates of return. 
[ am certain that savings bankers 
will not permit the quality of 
their portfolios to decline unduly 
to secure greater yields. 

In the light of the outlook for 
continuing low interest rates and 
the possibility that a further small 
cecline in yields from _ present 
levels will occur, I should like to 
discuss briefly the problems of 
government bond investments, 
corporate bond investments and 
mortgage lending. 

Government bonds remain the 
chief class of bond investment of 


) mutual savings banks. 





: 


iti 


are liquidated in wholesale fash- | 
ion and tne proceeds reinvested in| 
saorts giviag a small return, be- | 
cause we have no assurance that | 
the loss of income will not more | 
than outweigh the capital gain | 
realized by the sale. | 


By and 
large, savings banks did not liqui- 
date their government bond hotd-. 
ings on a wide scale during 1947 
and 1948, as did other classes of | 
institutional investors. The gov- 
ernment issues held by most sav-' 
ings banks are relatively long- 
term, yielding an over-all return | 
of well over 2%. 

These long-term government} 
issues today all sell at substantial | 
premiums, reflecting the fall that 
has taken place in the level of 
interest rates. Should _ interest 
rates decline further because of a 
downturn in business or expan- 
sionist credit policies of the Fed- 
eral Reserve banks, the premiums 


Yield of Long-Term Corporate 
Bonds 


Corporate bonds, by and large, 
do not provide a solution to the 
problem of sustaining earnings of | 
mutai savings banks during a pe-! 
riod of low interest rates. The 
average yield of the triple-A cor- 
poration bonds included in 
Moody’s index was 2.62% in Aug- 
ust, while the yield from long- 


would become larger. Tempting| term taxable government bonas 
as it is to “take profits” when was 2.24%. To secure this addi-| 
large premiums appear, banks ticnal return of 38 basis points, 


a savings bank would have to 
substitute obligations classified as 
“risk assets” usually of consider- 
ably longer maturity. While ad- | 
mittedly of high quality, such se- 


must weigh the consequences in 
ihe shape of reduced current in- 
come during a period of declining 
interest rates. The sale of bonds 
yielding over 2% to reinvest the | 


proceeds in short-term issues in-| CUrities do not benefit directly. 
volves a loss of around 1% in| from Federal Reserve Bank mar- 
return. Unless reinvestment of) Ket support in the event of a re-| 
the proceeds from the sale of Versal in the downward trend of 


interest rates. Such shifts may 
better be postponed for more ad- 
vantageous spreads at times whe! 
expanding business activity swells 
the volume of new corporate bona 


longs is possible on an attractive 
basis within a relatively short pe- 
riod. the loss of income in time 
will more than o'fset the apparent 
benefit of realizing on the capital 


gain from the sale of long-term  °f erings so that yields rise, as 

governments at a premium. happened in the postwar boom 
period. 

Long-Term Governments Should You may wonder why corpo- 


Be Retained 


It true thai savings banks 
could have made handsome prof- 
its by selling long-term govern- 
ments when the market was high 
in the spring of 1946, and by re- 
investing when tong-term bo.1ds 
had dropped to prices near par 
in 1947. But is there any reason 
to feel that a new period o* in- 
flation and credit contraction lies 


rate bonds give so small an addi- 
tional return as compared with 
government bonds. The reason is 
to be found primarily in the in- 
vestment policies of life insurance 
companies. Life insurance com- 
panies, as coitrasted with mutual 
savings banks, are not so con- 
cerned about liquidity, since their 
liabiilties do not consist entirely 
of deposits subject to withdrawal 
on brief notice. 


is 


immediately before us, such as Moreover, life in- 

i S 4 », . 4 as 4 

y. ioaide . . surance companies are not con- 

developed in 1947-487 Many : ee we 
a © 38 ‘ ~ cerned ubout market price de- 

careful observers forecast that 


clines on bonds they hold to the 
same extent as are mutual savings 
barks. Hence, they find a rela- 
tively small yield difference be- 
tween high-grade corporates and 
governments generally attractive, 
which is not the case with mutual 
savings banks. 


opposite conditions—recession and 
aggressive easy money policies— 
are more likely to be encountered 
over the period ahead. 

If there were prospects that the 
Treasury would be offering soon 
new lJong-term bonds at par, that 
might be a valid reason to take 
profits. on some long-term gov- 
ernments when market premiums 
are favorable. But there is no in- 
dication as yet that long-term 
marketable bonds will be offered 
by the Treasury in the foreseeable 
future, either for new money o1 
for refunding purposes. The cur- 


Taking Advantage of Amended 
Savings Bank Law 

Mutual savings banks would be 
justified, however, in giving care- 
ful study to opportunities for se- 
curing higher yields with ade- 
quate safety from investments ac- 
quired under subdivision 21, sec- 


rent deficit is being financed) tion 235, of the New York State 
he oS ge A ley nae oo em savings bank law, which permits 

reasury s ar z Se Dee ter aye ; ERI ph Pak, oe, 
notes. It has been reported that savings banks to invest a limited 


amount of their funds in corpo- 
rate interest-bearing securities 
not otherwise eligible for the in- 
vestment of their funds. Adop- 
tion of this law by the legislature 
wes in itseif a testimonial of con- 
fidence in the management of 
mutual savings banks. It demon- 
strated the pelief of the legisla- 


the longest-term issue considered 
for the December refunding oper- 
ation is an obligation of approxi- 
mately five years maturity. Such 
an issue would carry an interest 
rate no higher than 15°4.%. And 
there is no indication that the 
Treasury plans another offering 


fe et eee ee thes tors and the bank supervisory au- 
them’ t pee a ened siechariaiems thorities that. given this broad 
ae WS Segewe ‘ ~~” | grant of authority for investing 


without paying premiums. 

The mutual savings banks as a 
system did well to keep intact 
their long-term government bond 
portfolios in 1947 and 1948, while 
other investors were selling freely 
and buying short-term issues. 
Thev would do well to hold long- 
term governments now for the) 


outside existing legal restrictions, 
savings banks would make pru- 
dent use of the wider power given 
them. 

It may well be that intensive 
study of opportunities will reveal 
that desirable investments giving 
a relatively higher rate of return 


higher return they give. even) c2™ Se secured via the private 
thou ah we ecard Pra aint die oF "| placement route, as the life insur- 
paren. : —- € pre~  =nce companies have found. The 
miums above the recent “peg 


facilities and the organization of 
Savings Banks Trust Company 
are available to you for this pur- 
pose. With the cooperation of the 
Committee on Savings Bank In- 
vestments of the Savings Banks 
Association of the State of New 
York and the Savings Banks Bond 
Men of the State of New York, 
the Trust Company has been in- 
strumental in securing the many 


prices may decline from time to 
time with the usual fluctuations 
of a relatively free market. 


When the proceeds from the 
sale of long-term government 
bonds can. be reinvested in attrac- 
tive alternative investments giv- 
ing a substantially higher yield, 
switches are well-advised. But 
no problem is solved when longs 


l 
additions to the legal list which 
nave been approved by the Bank- 
ing Board. It is a logical exten- 
sion of this work to analyze op- 
portunities for savings banks’ in- 
vestment under section 235, sub- 
division 21. 


point to the following conclusions: 


(1) Mutual savings banks 
would do well to safeguard yields 
in a period of declining interest. 
rates, rather than to be tempted 
to. sell out a major part of the 
bond account to take profits on 
bonds that go to premiums so as 
to reinvest in short-term, low 
yielding investments, 


(2) Shifts out of long-term 


Expanding Mortgage Portfolio 


The chief avenue for increasing 
the yield from savings bank 
earning assets at the present time . 
is to expand the mortgage port- | 80Vernment bonds are fully justi- 
folio. Mortgages yield a consid- | ti¢d when alternative investments 
erably higher rate of return, on | 0! 800d quality giving consider- 
the average, than do high-grade| @bly higher yields are available. 
corporate bonds. Hence, it is nec-| The one justifiable basis at this 
essary to acquire a much smaller | time for realizing capital gains by 
volume of mortgages to bring! selling governments is to reinvest 
about a given rise in the average | the proceeds in sound, amortizing 
rate of return than would be the| Teal estate mortgage loans which 





case if high-grade corporates were 
purchased. 

Declining interest rates make it | 
more difficult to secure mort-| 
gages, since other institutional in- 
vestors bids for them more avidly | 
along with savings banks. As| 
builders turn increasingly to the) 
construction of smaller and lower- | 
priced houses, the volume of new | 
mortgages becoming available is' 


| curtailed. Slower turnover of real | 
estate and the constant reduction | that section 235 
| through amortization of outstand-| wij} hel f 
ing mortgages also slow down the | 


expansion of the mortgage supply. 


The Home Loan Bank Board esti- | 
mates that the net increase in the| 


volume of outstanding small home 
mortgages was only $1 billion in 
the first six months of this year, 
as against an average annual in- 
crease of almost $5 billion in the 
two preceding vears. With the 
demand strong and the supply of 
new mortgages insufficient, it is 
obviously going to require inten- 
sive search and effort to secure 
acceptable mortgages in sufficient 
volume to expand portfolios. 

An expansion of mortgage port- 


folics entails some lessening of 
liquidity. 3ut mutual savings 
banks are highly liquid today. 


With cash and governments equal 
to about two-thirds of deposit 
liabilities, liquidity is clearly not 
a problem. We have built more 
liquidity into the mutual savings 
banks system in the past decade 
than it ever had before. Some 
reduction of liquidity for higher 
vield, provided average quality of 
portfolios remains high, would be 
justified in any event. It could 
become quite desirable in an era 
of declining interest rates. 
Existing relatively high ap- 
praisals and the high ratio of 
mortgage loans to property values 
have given rise to misgivings 
which are reflected in the practice 
of setting up reserves against pos- 
sible losses. The experience fol- 
lowing past building booms would 
indicate that declines in real 
estate values could again occur. 
The general use of the amortized 
mortgage, however, provides a 
valuable safeguard to the lender 
that was not available in past 
building booms. Moreover, mort- 
gage lenders can secure a large 
measure of protection against 
material losses through Federal 
Housing Administration insurance. 
The volume of FHA-insured 
mortgage investments available 
for purchase in the national field 
is large. Although the volume of 
loans insured by the Federal 
Housing Administration declined 
this spring, applications for FHA 
insurance of mortgages on new 
single-family houses increased 
sharply in the second quarter, A 
recent amendment to subdivision 
20 of section 235 of the banking 
law gives the savings banks of 
New York State direct access for 
the first time to the national mar- 
ket for FHA-insured mortgage 
loans. Currently these invest- 
ment trust estates yield approxi- 
mately 3.75% to maturity on 
multifamily dwellings, and on the 


smaller mortgages the yield based | 


on a 10-year life is approximately 
3.56%. 
Conclusions 
The fact of a continuation of 
low interest rates and the invest- 
ment prospects for the future 


give sufficient additional yield to 
compensate for the reduction of 
quality and liquidity that is in- 
volved. 

(3) Corporate bonds, by and 
large, do not offer sufficiently 
higher yields to justify large-scale 
shifts from government bonds, 
even though insurance companies, 
for reasons suitable to them, have 
done so, 


(4) Further study may show 
subdivision 21 
p savings banks to secure 
higher yielding quality invest- 
ments over a period of time. 

(5) Sound, amortizing real es- 
tate mortgages offer the most 
promising field for increasing 
yields through investment shifts, 
because of the wider spread be- 
'tween mortgage and government 
bond yields. However, intensive 
efforts will be needed to increase 
mortgage portfolios, since the 
institutional demand expands 
when interest rates decline, while 
the growth in the mortgage sup- 
ply has slowed down from the 
rapid pace of 1947 and 1948. 

All in all, savings bank man- 
agements have every reason for 
confidence that earnings will con- 
tinue to justify existing dividend 
rates to depositors, even though 
some further gradual decline in 
interest rates might occur over 
the period ahead. 

EE — oi teh e 


New Yorl: Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

Richman Proskauer, limit ed 
partner in Jacques Coe & Co., will 
retire Sept. 30. 

Henry Davis will retire from 
partnership in Faroll & Co. Sep- 
tember 30. 

Henry Mintz will withdraw 
from partnership in Joseph Faroll 
& Co. Sept. 30. 

Interest of the late William A. 
Neubauer in Lamson Bros. & Co., 
ceased Sept. 2. 

Henry B. Bruyn, partner in 
Morgan Davis & Co., died Sep. 9. 

Transfer of the Exchange mem- 
bership of John J. Cronin to 
Leonard A. Goldstone will be con- 
sidered by the Exchange on Oct. 6. 
Mr. Goldstone will act as an in- 
dividual floor broker. 

Transfer of the Exchange mem- 
bership of the late Robert D. 
Hartshorne to James J. Philips 
will be considered Oct. 6. It is 
understood that Mr. Philips will 
act as an individual floor broker. 

Transfer of the Exchange mem- 
bership of the late E. Poynter 
Sechweppe to Morris Sprayregen 
will be considered Oct. 6. He will 
continue as a partner of Eisele & 
King, Libaire, Stout & Co. 





John L. Hopkins Opens 

PINE ORCHARD, CONN.—John 
L. Hopkins will shortly engage in 
a securities business. He was for- 
merly with Smith, Barney & Co. 
of New York City and prior there- 


to was an officer of the Adams «@ 


Express Co. of New York, 
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As We See It 


(Continued from first page) 

of countries have devalued their currency only in rela- 
tion to the dollar and by identically the same amount, 
the obvious object — indeed it might almost be said the 
avowed object—was to improve the competitive position 
of the nationals of the devaluing countries (or in case of 
the socialized or semi-socialized countries, of the gov- 
ernments themselves) vis-a-vis the business man in the 
United States of America. 


Not So Simple! 


We shall, of course, not adopt the practice or repeat 


determined less by what they could sell than by the a 
they had to offer to foreign buyers after what were regarded 


as minimum domestic requirements had been met. 


We seem thus to be led to the conclusion that un- 
less devaluation is accompanied or quickly followed by 
larger production and lower costs of production, the 
much publicized and dramatized collective devaluation 
coup is more or less certain to fail of its purpose. The 
situation is thus left very nearly where it stood before 
all this devaluation took place, since even then what 
was obviously needed was greater production at lower 
unit cost. In the mind of the thoughtful man, the further 
question is raised as to whether there exists any sub- 
stitute for such production and such competitive effi- 





the blunder (whichever it is) of the political powers by pre- 
tending that this problem is as simple as the unsuspecting 
might gather from the current headlines, or even from what 
has been said in the immediately preceding paragraphs. The 
fact is that it is far from simple. It has its roots deep in 
the basic economic situation of the day, and in the political 
philosophies which in all too many instances now press 
down so distressingly upon the economic welfare of the 
peoples of the world. Nothing like a full analysis of all the 
factors bearing upon this issue could be undertaken here, of 
course, but there are a few fundamental facts and certain 
basic misconceptions now current which are too urgently 
in need of attention to be passed by. 

First, let it be carefully noted that for these recent 
devaluations to work out in practice as they do on paper, 
prices in the devaluing countries must not rise. As 
things stand at this moment, the American importer 
can buy about 1,440 yards of textile goods in Britain for 
the number of dollars he has until recently paid for 
1,000 yards. But if the price of these goods in sterling 
moves up, the advantage of the American importer 
shrinks by the amount of the increase. An importer in 
some country in which American and British textile 
goods compete, and in which the currency has been de- 
valued by the same amount as sterling, can at the mo- 
ment obtain from Britain 1,440 yards for the same price 
he would have to pay for 1,000 yards obtained from a 
producer in the United States, assuming other things 
are equal, but any increase in the sterling price of the 
goods in question would reduce by just so much the ad- 
vantage enjoyed by Britain. Corresponding advantages, 
of course, accrue to the British buyer when he is able to 
obtain what he wants in some country which has de- 
valued at the same rates as his own, and they vanish 
in the same way. 


Other Considerations 


But can these prices in devalued currencies be kept at 
the same level as formerly? First, let it be observed that 
the seller, whether in Britain or some other devaluing coun- 
try, has a great incentive to sell in the markets of so-called 
dollar currencies if he can there obtain prices in dollars’ 
above a 30% discount from the price formerly received. | 
If the reduction in the dollar value of these currencies really 
helps the exporters of these countries in the dollar markets 
of the world, it is, accordingly, more or less certain to oblige 
other markets to offer higher prices to compete successfully. 


Certain other considerations can not be ignored, 
either. One of these is the fact that costs almost inev- 
itably will move up as a result of these currency maneu- 
vers. This is most notably true of those goods which 
must be made of raw materials obtained from dollar 
countries. Raw cotton from the United States or Brazil, 
for example, will henceforth cost the British importer 
44% more in terms of sterling than it did before. There 
is virtually nowhere else in the world where this raw 
material may be had. So it is likewise with anything 
else which must be bought in dollar markets and which 
is essential in the preduction of goods for export. What 
is more, the raw material markets even in devalued cur- 
rency countries must resist the upward pressure on 
prices exerted by dollar purchases if this rising cost 
element is to be held in check. 


The Real Solution 


‘ow let it be recalled that the hue and cry has been 
for years that many of these countries which have now de- 
va.ued their currency “needed” or “had to have” many 
ihings from the dollar areas of the world, particularly the 
United States. If this is really true, and if the extent and 
imperiousness of this need has not been greatly exaggerated, 
there are definite limits to the degree in which foreign buy- 
ing by these countries can be shifted to areas which have 
now devalued their currencies. Neither is it to be forgotten 
that the exports of a number of these countries, and par- 
ticularly their exports of what might be termed key com- 
moaivies or articles of commerce, have of late years been 


ciency. 


Let Natural Forces Operate! 

For our part, we do not see how any one could doubt 
that such production and such efficiency will and can be 
reached only if much more is left to natural forces and to 
individual initiative than is the case today. All this de- 
valuation business appears to us to be hardly more than a 
way of trying to avoid a full and realistic facing of the 
elementary facts of international or, for that matter, of 
national economic life. These facts can not indefinitely be 


either evaded or ignored. 


Lest there be misunderstanding, let it be plainly 
stated that need for reduction or elimination of tariffs 
and other barriers remains urgent — which, of course, 
is but another way of saying that natural forces must 


be left in play throughout. 


‘Obstacles to American Capital 


(Continued from page 5) 


ties. Last year, new 
investments abroad amounted 
only to $800,060,000 and were con- 
centrated in Venezuela, the Near 
East and Canada, and confined 
almost entirely to the petroleum 
industry. Portfolio investments 
were negligible. 


The Accumulation of American 
Capital Funds 


American funds are relied upon 
to provide waterworks and sani- 
tation and tools in the far-off 
quarters of the world. American 
funds and know-how are sought 


in India, South Africa and the 
Middle East. The supply of funds 
is ample. Personal saving in this 


country is running at the rate of 
$16 billion annually. Institutional 
investors eagerly bid premiums 
for long-term debt obligations of 
business corporations bearing 
2%% coupons, But funds for 
ownership investment are scarce. 
The spread between the cost of 
borrowing money and ownership 
money grows wider. What an 
anomaly it is to speak of elaborate 
developmental plans leaning upon 
private American capital when at 
the same time a small volume of 
equity financing of the soundest 
type in the most stable major 
industry is a matter of concern. 
When our electric utility compa- 
nies have to pay 7 and 8% and 
more for their common _ stock 
funds in an easy money market, I 
hesitate to think of this as the 
world’s great capital center. 
Funds are running to cover. 


My good friend, the Secretary 
of the Treasury, in an address 
made earlier this month on the 
President’s Point IV Program as a 
means of sustained prosperity, de- 
clared that “we all know that 
there are certain well - defined 


| nually. 


obstacles which have stood in the | 


way of investment of American 
capital abroad. We also know 
that private capital will flow 


abroad more fully and produce 
better results when it is encour- 
aged locally.” 
stacles are being removed; it is 


direct will invest abroad when they re- 


ceive no encouragement at home. 


VWelcomes Foreign Placement of 
U. S. Funds 


Lest there be a misunderstand- 
ing, let me add that I should wel- 
come, under proper conditions, a 
tremendous flow of American 
funds abroad. The forerunner of 
success for the President’s Point 
IV, paradoxically, is what I call 


/my Point V which is a necessary 


prerequisite. Point V, which I 
first suggested some months ago, 
is nothing more or less than 
equity for equity capital. For 
equity investment in the United 
States we have asked for no spe- 
cial privileges. We ask merely for 
parity. Make no mistake about it, 
the choice which the American 
people, through their elected rep- 
resentatives, face is fair treatment 
for equity capital or socialization 
of industry by means of govern- 
ment financing. 

The President has emphasized 
the part of private finance, in the 
supplying of developmental capi- 


tal, but, as realists with a respon-| 


sibility to stockholders, business 
executives have to bear in mind 
the experiences of the past grow- 
ing out of extreme nationalism 
and difficulties of convertibility 
of foreign exchange. I maintain 
that the greatest obstacle to the 
investment of private capital—and 
an obstacle that treaties cannot 
overcome—is the shabby domestic 
treatment of domestic capital right 
at home. Let us clearly under- 
stand that. 


The most optimistic estimate of 
foreign investment by the United 
States that I have seen is in the 
neighborhood of $2,000,000,000 an- 
Assume for a moment a 
genuine era of peace and economic 
balance both at home and abroad, 
and this figure is doubled to $4,- 
000,000,000 annually. Now turn to 
domestic investment and we find 


‘that this year plant and equip- 


Some of the ob-| 


anticipated that others will fol-| 


low. France recently 
hindrances against the withdrawal 


of funds. To make my point em- 
phatically, I ask that someone tell 
me in what way there is greater 
virtue in putting dollars to work 
abroad than in this country, and 


removed | 


j}ment expenditures for Ameyican 


business are running at the rate 
of $18,000,000,000 annually. 


I make this comparison to ent- 


mount form of Socialism which Great 


_Britain has embraced, Sir Stafford 
|Cripps, declared in discussing the 
| British Government’s future pol- 
‘icy: “We realize that conditions 
|have changed in the matter of 
‘capital investment and that we 
‘must study the problems of in- 
centive and suitable environment 
/to capital investment.” To me that 
‘reads like an important admission 
_—a statement of the greatest sig- 
|nificance and, incidentally, an 
honest statement. 


Risk Investment Is Choked Off 


Risk investment everywhere is 
| choked off by swollen budgets and 
‘heavy taxation. In Britain, the 
proportion of government reve- 
nues amounts to more than 40% 
of the net national income, almost 
twice the 1938 proportion. In 
France, sums equal to 39% of the 
net national incomes pass through 
the government’s hands, 50% more 
than in 1938. Even in Sweden, the 
government, like our own, collects 
revenues equal to about one- 
fourth of the national income, an 
increase over the prewar ratio of 
almost 106%. On the other hand, 
only France, in real terms adjust- 
ed for price changes, had in- 
creased the proportion of invest- 
ment as a percentage of national 
income. Meanwhile, expenditures 
on social security programs and 
food subsidies have had a more 
prominent place. Making allow- 
ances for the terrible trials people 
abroad have been through and the 
temptations of governments toe 
work out of their difficulties 
through what amounts, in the end, 
to hand-outs, I cannot help recall- 
ing the remark of one of our early 
humorists: “Let us all be happy 
and live within our means, even 
if we have to borrow the money 
to do it with.” 

The investment and _ taxation 
equation is equally fundamental 
at home. I do not believe that we 
or anyone else can square the cir- 


cle. Ownership in industry can- 
not be forever discouraged and 
then be summoned forth to do 


heavy duty. I am compelled by 
circumstances to discuss briefly 
the main points of a study we re- 
cently published, called “Jobs and 
Taxes.” Without going into de- 
tails, we have proposed that a very 
modest beginning be made in 
eliminating the injustice of double 
taxation of dividend income. Sec- 
ondly, we have proposed the re- 
duction of obstacles toward risk 
ownership involved in our treat= 
ment of capital gains and losses. 
The plan has the virtue of sim- 
plicity. 

Beyond that, it is unique in @ 
very important aspect at this time 
when the country is wrestling 
with a deficit, largely due to 
international undertakings. Our 
plan does not involve the loss of 
revenue. We believe that, by en- 
couraging increased dividend pay- 
ments, reducing the impediments 
to the sale of capital assets and 
stimulating enterprise, the meas- 
ures we advocate in reality would 
have the net effect of increasing 
the revenues of the Treasury. 

This is not a plan to benefit a 
small group. We have recognized 


\both the economic and political 


facts of life. For example: in 
spite of.our conviction that cuts in 
the highest bracket returns would 
greatly encourage investment, we 
did-not include this proposal 
among. our formal recommenda= 
tions for tax revision. 

ven though we learned that if 
the-highest bracket rate of indi- 
vidual income taxes were lowered 
to 70%, the indicated loss in reve- 
nue ferethe present calendar year 
_would be only $61,000,000 and but 
$174,000,000 if the rate were 60%. 
‘We refrained from making this 


phasize again the overwhelmingi?ecommendation because, to be 


importance of a sound domestic 
economy. A high American na- 
tional income 
ment in the United States are in 
no small degree responsible for 
recovery in Western Europe and 
for progress in Africa and Asia. 
It is at least hopeful that, as So- 
cialist Chancellor of the Exche- 


how it is expected that Americans! quer, a stubborn believer in the 





and full employ- 


frank, we think that relief in the 
form of lower returns on high in- 
comes should be combined with 
substantial reductions in excise 
taxes. In that way people in the 
lawer ineome group would ob- 
tain a corresponding benefit. 

I have already referred to the 
high quality of the leadership dis- 
played in the joint formulation of 
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American, British and, I should 
add, Canadian plans in interna- 
tional economic affairs. I have 
faith that the same vision will be 
carried over into the handling of 
our pressing domestic problems. 
it must be. 

The other examples of leader- 
ship come to mind. You all are 
iamiliar with the part which Al- 
exander Hamilton played in es- 
tablishing the credit of the United 
States in its early days and in uni- 
fying the nation. Most of us are 
old enough to remember, in our 
own time, the inspiring example 
of Raymond Poincaré. Less than 
25 years ago, he successfully sta- 
bilized the value of the franc’ 
when fiscal difficulties threatened 
to lead the French nation to a 
state of chaos. Inside of a year he 
gave France one of the few 
periods of stability that it has en- 
joyed since the outbreak of the 
First World War. 


Leadership in Domestic Scene 


Courage and insight take on 
various forms and adapt them- 
selves to the special needs of the 
moment. The overwhelming need 


now is a carry-over to the domes- | 
tic scene of the vision recently | 


displayed in the handling of the 
international crisis. The _ steps 
taken and contemplated to assist 
Europe and the rest of the world 
must be underpinned by a sound 
American economy. They will 
never achieve their objective un- 
less the American economy 
sound. The American economy 
will not be sound until industry 
has the benefit of a wide, even 
flow of equity funds. There is no 
insuperable obstacle in the way of 
obtaining this benefit. Let the 


The State of Trade and Industry 


threat doesn't have much bearing on the situation, since their busi- | 


is | 


Revenue Act of 1950 mark the be-| 


ginning of a new period of sound 
business expansion in a balanced 
American economy. 

This important legislation which 
is so fundamental can only mate- 
rialize if the rank and file of the 
American people put their should- 
ers to the wheel to make it a 
reality. I need not remind you 
that the coming year is an impor- 
tant election year. Our elected 
representatives to both branches 
of the Congress, in whom the Con- 
stitution vests the authority to 
formulate tax policy, will be in- 
creasingly alert to their responsi- 
bilities. Tax measures are highly 
technical and sometimes need- 
lessly involved.. It is our responsi- 
bility to acquaint the American 
people with the facts and it is 
our equal responsibility to inform 
our elected representatives of our 
views on this important question. 

I repeat my concluding remarks 
in an address I made in this very 
hotel on June 9 last. Equity for 
equity capital is the slogan in this 
venture capital campaign. I ask 
you to join with me in the interesi 
of the nation’s continued 
being. 


Bosworth, Sullivan to 
Be W.Y:S.£. Members 


DENVER, COL.—John J. 
livan will acquire the New York 
Stock Exchange membership of 
the late Edward Roesler and Bos- 





worth, Sullivan & Co., €30 17th 
Street, will thereby become mem- 
bers of the New York Exchange. 
Partners of the firm will be Mr. 
Sullivan, Dudley F. Baker, Ar- 
thur F. Bosworth, Harry MT. 
Buchenau, J. Wallace Coxhead 
Laurence T. Criley, Loring L 
Hanscom, Bernard F. Kennedy 
Frank N. Tschudi, Gerald C 


Wood and Paul E. Youmans. 


Merrill Morong V.-P. 
Cf Lucas, Eisen Co. 


KANSAS CITY, MO.—Merrill 
C. Morong has become associated 
with Lucas, Eisen & Waeckerle, 
Inc.. Columbia Bank Bldg., as 
Vice-President. Mr. Morong was 
formerly for many years with the 
City National Bank & Trust Co. 
of Kansas City. 














well- | 


Sul- |} 


(Continued from page 5) 


it would not be surprising to see some steel companies agree to) 
put up 4¢ and 6¢ provided workers paid a cent or two on insurance | 
and from 1¢ to 3¢ on pensions. There was even a possibility—but | 
no more than a possibility—that the Board’s figures might be met, 
with some kind of iron-ciad qualification attached that would allow | 


index closed at 243.38 on Sept. 20, as compared with 245.11 a week -- 
earlier, and with 278.72 on the coerresponuing da.e of last year. 


Activity in grain futures on the (omago ooard of Trade increased 


sharply last week, especialiy in wheat and soy beans. 


Wheat prices were stronger aided by goed demand from cash 
and export interests and the resump.ion of buying by the gov- 
ernment of the cash article. 


Corn prices averaged lower after showing early strength. Fac- 


_tors in the decline were increased offerings of casn corn from the 


steel firms to retain their stand on a contributory plan, the trade| country and expectations of an eariy movement of the new crop. 


magazine observed. 


| Despite frosts in some parts of the corn bel: littsre damage of conse- 


Despite restlessriess of some union members and a mild rash of | quence was reported. 


wildcat strikes, few of the rank and file realize that if pensions 
are agreed upon now they will not be payable until April, 1950. 
Steel producers, who had feared the present high level of cus- | 
tomer ordering was primarily hedging against a possible steel strike, | 
are beginning to wonder whether their qualms were justified. Their | 
customers are telling them, “The Iron Age” states, that the strike | 


ness has picked up and they need steel. 
business, oil country goods, 
kitchen cabinets and so on. 


The coal strike has them worried, however. They point out that | 
the walkout with its resultant loss of purchasing power for the | 
480,000 coal miners and employees of railroads and other dependent | 
industries who have been thrown out of work could conceivably 
reverse the present trend, concludes “The Iron Age.” 


Scrap prices generally marked time during the past week though 


This applies to automotive | 
construction, household appliances, | 


a few markets moved up into balance with last week’s advances | 


elsewhere. 


The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity of the industry will be 84.6% of capacity 
for the week beginning Sept. 26, 1949, as against 86.2% in the 
preceding week, or a decrease of 1.9%, or 1.6 points. 


The cut in the scheduled rate of steel operations was attrib- 
uted to the banking of furnaces at some mills because of a 
threatened steel strike. 


This week’s operating rate is ecuivalent to 1,559,600 tons of 
steel ingots and castings for the entire industry, compared to 
1,589,100 tons a week ago, 1,591,000 tons, or 86.3% a month ago, 
and 1,737,600 tons, or 96.4% of the old capacity one year ago 
and 1,281,210 tons for the average week in 1940, highest pre- 
war year. 


CARLOADINGS ADVANCE IN POST-HOLIDAY WEEK 


Loadings of revenue freight for the week ended Sept. 17, 1949, 


totaled 743,022 cars, according to the Association of American Rail- | 


roads. This was an increase of 118,825 cars or 19% above the 
preceding week. It represented a decrease of 166,967 cars, or 18.3% 
below the corresponding week in 1948, and a decrease of 188,050 


cars, or 20.2% under the similar period in 1947. 
ELECTRIC OUTPUT DROPS BELOW PREVIOUS WEEK 

The amount of electrical energy distributed by the electric light 
and power industry for 


the week ended Sept. 24, was estimated at 
5,555,641,000 kwh. according to the Edison Electric Institute. This 
represented a decrease of 23,464,000 kwh. below the preceding 


week, 95,032,000 kwh. or 1.7% higher than the figure reported for 
the week ended Sept. 25, 1948 and 599,226,000 kwh. in excess of the 
output reported for the corresponding period two years ago. 


AUTOMOTIVE OUTPUT CUT WITH DROP IN OVERTIME 
SCHEDULE 


According to ‘‘Ward’s Automotive Reports” for the past week, 
notor vehicle produetion for the United States and Canada declined 


to an estimated 155,134 units from 159,493 units (revised) in the 
previous period due to the dropping of overtime schedules. 
The total output for the current week was made up of 127,585 


cars and 20,290 trucks built in the 
trucks in Canada. 

Although daily car production in the U. S. last week aver- 
aged 25,517 compared with 24,133 in August, there were indi- 
cations of faltering sales, ““‘Ward’s” said. 

Output a year ago was 98,394 units and, 
1941, 77,035 units. 


U. S. and 4,829 cars and 2,427 


in the like period of 


| BUSINESS FAILURES FALL IN PAST WEEK 

Commercial and industrial failures declined to 169 in the week 
ended Sept. 22 from 185 in the preceding week, Dun & Bradstreet, 
Inc., reports. Despite this 8% decrease, casualties continued to be 
more numerous than in the comparable weeks of 1948 and 1947 when 
101 and 73 occurred, respectively. However, they remained consider- 
ably below the prewar total of 239 concerns which failed in the same 
week of 1939. 

Casualties involving liabilities of $5,000 or more accounted 
entirely for the week’s decline, dropping to 128 from 144. 

Wholesale trade had the sharpest relative decrease, to 17 from 25, 
while failures in other industries and trades were down slightly from 
the preceding week. More concerns failed than last year in all lines, 
with manufacturing casualties showing the most marked increase 
rising to over twice the 1948 total for the same week. 


FOOD PRICE INDEX OFF SHARPLY TO LOWEST LEVEL IN 
TWO MONTHS 


The impact of foreign currency adjustments coupled with the 
beginning of the Fall livestock movement exerted a depressing effect 
on many wholesale food markets last week. This was reflected in the 

| wholesale food price index, compiled by Dun & Bradstreet, Inc., 
which dropped sharply to $5.72 on Sept. 20, from $5.85 on Sept. 13, a 
decline of 2.2% in the week. The current figure is the lowest since 
July 19 when it stood at $5.71, and compares with $6.82 on the corre- 
sponding date a year ago, or a decrease of 16.1% 

The index represents the sum total of the price per 
31 foods in general use. 


WHOLESALE COMMODITY PRICE INDEX SLIGHTLY EASIER 
THE PAST WEEK 


The daily wholesale commodity price index, compiled by Dun & 
Bradstreet, Inc., displayed a slightly easier trend last week. The 


pound of 








Demand for oats, rye and barley was quiet with prices easier. 


Domestic demand for flour remained slow although shipping direc- 
tions increased and chain bakers were expected to enter the market 
Shortly. Spot coffee prices rose to new high levels but futures turned 
lower in late dealings on the announcement of the devaluation of the 


| pound sterling. Cocoa aiso reacted to the devaluation of sterling with 


/a decline of more than a cent a pound. Sugar prices, both raw and 


| refined, remained firm. There was some liquidation in cottonseed oil 
with values slightly easier. Lard prices wcre fairiy steady and moved 
in comparatively narrow limits. 


Cotton prices last week continued to move in a narrow range. 


|The market was somewhat steadier most of the period but weakened 


at the close as the result of fears that exports might be reduced due 


to the sterling devaluation. 


Sustaining features during the week included mill price- 
fixing induced by continued activity in the cotton goods market 
and unfavorable crep reports from the South where bad weather 
is interfering with picking and movements of the new crop. 


Activity in spot ‘markets expanded sharply with reported sales 
in the 10 markets totaling 344,400 bales, against 196,500 a week earlier. 
Consumption of cotton during August rose sharply to 664,133 


pedes, from 455,106 bales in July, according to the Census Bureau. In 
| August last year 728,863 bales of the staple were consumed. 


Business in domestic worsted type wools in ‘the Boston market 
reached a moderate volume last week; prices were very firm and 
demand in most cases met with limited supplies. 


Considerable activity was reported in Western primary mar- 
kets in both private trading and public auctions. 


Offerings of wool in foreign primary markets were large with 
prices generally reported easier. Wool tops were in better demand 
with a continuing firming of prices noted. Imports of apparel wool 
at Boston, New York and Philadelphia in the week ended Sept. 9 rep- 
resented 3,832,300 clean pounds, as compared with 2,730,600 in the 


previous week. 


RETAIL AND WHOLESALE TRADE VOLUME SUSTAINED AT 


| weeks. 


| vegetables 


MODERATELY HIGH LEVEL 


Consumer buying continued to increase in the period ended on 
Wednesday of last week, but it did not rise as rapidly as in previous 
The total dollar volume of retail trade remained slightly be- 
low that of the comparable week a year ago. Price declines from a 
year ago were generally responsible for this, states Dun & Bradstreet, 
Inc., in its current summary of trade. Unit volume of many goods 
was close to the level of a year ago, the agency disclosed. 

Consumer demand for apparel did not vary appreciably from that 
of the previous week. Interest in women’s sportswear and in chil- 
dren’s clothing remained high. The dollar volume of apparel sales 
continued to be slightly below that of a year ago. 


Stores offering men’s wear sold slightly more than in the 
preceding week, with worsted suits at moderate prices sought by 
many shoppers. 


Housewives purchased about as much food as in the previous 
week with the aggregate unit volume of:many foods surpassing the 
comparable 1948 levels. Consumers continued to seek the inexpen- 
sive meat cuts. Pork and poultry were very popular. More fresh 
and dairy foods were sold than in the previous week. The 
demand for bakery goods rose slightly. 

Retail volume of furniture and household goods also advanced 
moderately. There was a noticable increase in the demand for kitchen- 
ware and some electrical appliances. 


Many merchants continued to stress low down-payments in 
their promotions, 


Hardware and decorating materials were in increased demand. 

Total retail volume in the period ended on Wednesday of last 
week was estimated to be from 2 to 6% below that of a year ago. 

Regional estimates varied from the levels of a year ago by the 
following percentages: 


New England and Midwest, —1 to —5; East and Pacific Coast, 
2 to —6: South and Southwest, —4 to —8, and Northwest, 
+1 to —s. 


A large spot demand again marked wholesale trading last week. 
There was also evidence of an increase in long-term commitments for 
some commodities. 

Department store sales on a country-wide basis, as taken from 
the Federal Reserve Board’s index for the week ended Sept. 17, 1949, 
decreased by 7% from the like period of last year and compared with 
a decrease of 4% in the preceding week. For the four weeks ended 
Sept. 17, 1949, sa'es registered a decrease of 4% from the correspond- 
ing period a veer ago and for the year to date a decline of 5%. 


Activity in retail trade in New York the past week week 
was somewhat curtailed by the approach of the religious holidays. 
Department store volume was placed at about 13% under the 
Similar period of 1948. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period to Sept. 17, 1949, 
decreased by 5% from the same period last year. In the preceding 
week an increase of 1% was registered above the similar week of 
1948. For the four weeks ended Sent. 17. 1949, a decrease of 2% was 
reported under that of last year. For the year to date volume de- 
creased by 7%. 

NOTE—On another page of this issue the reader will find the 
most comprehensive coverage of business and industrial statistics 
showing the latest week, previous week, latest month, previous year, 
etc., comparisons for determining the week-to-week trends of condi- 
tions, by referring to “Indications of Current Business Activity,” a 
regular feature in every Thursday’s issue of the “Chronicle.” 











28 (1272) 


THE COMMERCIAL & FINANCIAL CHRONICLE 


Thursday, September 29, 1949 





Taxation Impact on Public Utilities 


(Continued from page 2) 
incentive offered nor is there the | 
opportunity for large personal es- | 
tates to pass from one generation 
to another without the consequent 
effect that the past savings are| 
either dissipated through govern-_ 
ment expenditures or bequeathed 
to Foundations or other tax-ex- 
empt organizations. 

The second point I wish to make 
has to do with reducing or at 
least not increasing the present, 
taxes on corporations. The dan-| 
gers as a result of high or higher 
taxes on corporations are pres-| 
ently receiving nation-wide at- 
tention. It appears to be the con- 
sensus that any increases, if there 
are to be any, should be deter-, 
mined without unduly interfering | 
with the prospects for continued | 
business expansion and with as- | 
surance that profits, after taxes 
and dividends, will be sufficient 
for investments and contingencies. 

I am personally not so sure that 
the dearth of equity capital can 
be traced to the tax burden alone, 
although, admittedly, it may be an 
important factor. It appears that 
the rate of return or the attrac- 
tiveness of the earnings of com- 
mon stock equities has more to 
do with this problem for the mo- 
ment than the tax impact. This 
is particularly true in the public | 
utility field. Also, there has been 
perhaps a mistaken idea as to the 
possible market area for equity 
securities. It now appears that 
the greatest potential market for 
the sale of equity stocks is to the 
groups in the lower income tax 
brackets. No less an authority | 
than Emil Schram, President of | 
the New York Stock Exchange, 
has advanced the view that risk 
capital must now be obtained 
from those with average or less 
than average income. What is 
needed is a new approach to the | 
real market for the sale of equity 
securities at this time, and the 
recognition that utilities must 
have adequate earnings in order 
that their common and preferred 
stock be made attractive. 


Double Taxation as Applied to 
Public Utilities 


What constitutes “double taxa-| 
tion” has been the subject matter | 
of considerable debate. Douwbie | 
taxation in its full sense is very | 
difficult to prove in fact as I) 
shal! attempt to explain. 

The reason for this is that if 
a corporation’s income taxes are) 
reduced or eliminated, the result 


may mean greater dividends. On| 
the other hand, these savings may | 
of | 


be diverted to the payment 
higher wages and salaries or to- 
ward the reduction of the selling 
price of the product. 


Therefore, it can readily be 


seen that taxing the income of a| 
in-| 
its stockholders to the| 
extent of their dividends received | 
may not constitute double taxa-| 
tion except in part. It also seems| 
true that where the recipient of | 
dividends from corporations is in | 


corporation 
come of 


and taxing the 


the higher income tax brackets, 
the degree of possible duplication 
is considerably lessened. 

Two methods for mitigating or 
eliminating “double taxation 
most commonly referred to are as 
follows: 

(1) Allow the corporation a de- 
duction for dividends from taxa- 
ble income, similar to the present 
bond interest deduction; 

(2) Allow the stockholder a tax 
exemption for dividends to the 
extent that the corporation has 
already paid taxes on the income 
from which the dividends were 
paid. 

Generally speaking, to permit 
the corporation a tax deduction 


for dividends from taxable income | 
may well lead to increased divi- | 


dends. However, in the public 


utility field the granting by the) 


government of a “dividend paid 
credit” would undoubtedly result 
in such tax saving being passed 


| poses. 
| tively fixed concept as to what 
| constitutes a rate of return, this 


| enues. 


ss} 


| 
| 





| bonds by taxing the former and 


on in time in the form of a reduc- 
tion of the selling price of the 
product. As a regulatory require- 
ment utility companies are per- 
mitted to charge taxes as an oper- 
ating expense or at least all such 
taxes are ireated as a cost of the 
enterprise for rate making pur- 
If we assume any rela- 


would certainly be the case. It 
may reasonably be concluded 


| therefore that very little benefit 


would accrue to the utility com- 
panies’ income status should there 
be a permissive tax deduction on 
dividends paid. To the contrary, 
such consideration may prove 
harmful because under regulation 
such reduction of taxes, as I have 
just stated, would merely consti- 
tute in the final analysis a reduc-, 
tion in the rates for service while 
on the other hand causing a sub- 
stantial loss to the national rev- 
These losses would have 


to be made up from other tax 


| sources from which utilities could 


hardly expect to be exempted. 
The second method seems to 
assure the stockholder of a tax 
advantage and indirectly prove to 
be beneficial to corporations. For 


| example, if a credit were allowed 


to individuals for dividends re- 
|ceived in computing their per- 


sonal tax liability, it would make 
the ownership of common and 
preferred stock tremendously 
more attractive. 

That there is room for improve- 
ment in this double taxation field 
is self-evident. It is most grati- 
fying to observe that some serv- 
ants of the public interest are 
aware of the injustices attendant 
to this matter. Senator George 
Chairman of the Senate Finance 
Committee in sponsoring relief on 
this matter stated that although 
the goal should be to exempt all 
dividends from double taxation, it 
would have to be a gradual proc- 
ess as the full impact would re- 
sult in a loss to the Treasury De- 
partmert of $2 billion annually. 
Senator O'Connor, Maryland, also 
is in agreement with the thoughts 
expressed by the Chairman of tre 
Senate Finance Committee, stat- 
ing that individual stockholders 
should be allowed a tax credit on 
dividends where the corporation 
paving the dividends already had 
paid taxes. 


Discrimination 

There are two types of tax dis- 
crimination that have serious ef- 
fects on public utilities. One lies 
in the security field and of course 
is therefore applicable in part to 
industry in general as well as 
public utilities. The other has to 
do with the tax treatment ac- 
corded governmental and munici- 
pally owned utilities and other 
forms of tax exempt enterprises 
that engage competitively with 
privately owned utilities. First, 
Jet us consider the situation in 
the investment field. 

The individual investor is in- 
terested primarly in two things: 
income and appreciation of his in- 
vestment. With respect to appre- 
ciation, the Internal Revenue 
Code does not discriminate be- 
tween the forms of corporate se- 
curities. Both bonds and stocks 
are capital assets and their appre- 
ciation is taxed as capital gain. In 
the matter of income, the tax law 
discriminates at the corporate lev- 
el between income applicable to 
stock and income applicable to 


exempting the latter as a deduc- 
tion from gross income. As a re- 
sult, the advantage to the corpo- 
ration of bond issues over stock 
as a means of low-cost financing 
is accentuated. 

The really important area of 
discrimination, however, in the 
tax field against public utilities 
involves the exemption of muni- 
cipally and governmentally owned 
utilities from the payment of 


i taxes and the tax exempt status 


of other enterprises which engage | 
in the utility business. Until such} 
enterprises are taxed on an even| 
footing with the privately owned | 
companies, there is an enormous | 
advantage to those who do not) 
contribute to the support of gov-| 
ernment. | 
Discrimination goes beyond the! 
elimination of taxes on publicly 
owned utilities. The Federal Gov- 
ernment also exempts state and 
municipal bonds from _ taxation. 
The results are that long-term 
exempt state or municipal bonds 
are more attractive as an invest- 
ment than utility securities, par-| 
ticularly to high income individ- | 
uals. State and municipal power 
agencies are, therefore, in a po-| 
sition to float their securities at, 
lower rates than can be obtained 
by the privately owned utilities. 
The extent to which utilities in 
the electric field are owned by 
tax exempt organizations is shown | 
by the attached chart, Exhibit 
“B.” As the exhibit shows, in 
1930 out of a total generating ca- 
pacity in this country of 32 mil- 
lion kw., privately owned com-| 
panies constituted 93.5% while 
the tax exempt groups corsituted 
only 6.5%. In the year 1948, how- 
ever, we find the privately owned 
groups constituting 80% of the| 
total capacity as against the tax 
exempt groups of nearly 20%. 
The creation and growth of tax 
exempt enterprises undoubtedly 
represent the most serious of all 
the tax impacts in so far as public | 
utilities are concerned. 


Burdensome Taxes and 
Administrative Difficulties 


Among the public utilities and | 
railroads, there are a number of 
excise taxes which are by their 
nature inequitable and which in 
some instances are very burden- 
some and costly on the companies | 
to administer. Outstanding amo-g | 
the taxes in this category, for ex-| 
ample, is the Federal Electrical 
Energy 314% Tax. Another tax} 
in this category is the Transpor-| 
tation Tax. It may be well to 
briefly outline the _ difficulties 
concerning these taxes. 


Federal Electrical Energy Tax | 

Electrical energy is a universal | 
necessity. Excise taxes similar to) 
this tax are not levied on other | 
necessities such as water, food, | 
rent, drugs, etc. The electrical | 
energy tax is a hidden tax that) 
increases the cost of electricity to} 
the customer. The tax is imposed 
solely upon sales by privately | 
owned utilities and not upon sales 
by municipally, or cooperatively, | 
owned utilities. This imposes an| 
unfair burden upon the customers | 
of the privately owned utilities 
who ultimately pay the tax. No! 
tax is levied on other forms of 
energy derived from coal, oil, gas, | 
and other sources. 

Electrical energy produced for 
self-use is not taxed and to avoid 
serious competitive discrimina- 
tion, Congress imposed no tax 
upon utility sales to industrial 
customers. However, electricity 


sold for commercial use is taxed. | 


This non-taxability of industrial 


consumption and the taxability of | 
commercial consumption has re-| 
sulted in uncertainty and confu-! 


sion because it is often impossible 


to unscramble the commercial and | 


industrial activities of a business 
consumer. Inspections must be 
made frequently and costs to the 
companies of administration are 
out of all proportion to the tax 
paid. 
Transportation Tax 

The Transportation Tax was 
imposed as a war revenue meas- 
ure and it has served its purpose. 
Because of the burden that its 
administration and collection 
places upon public carriers, the 
burden of the tax upon the min- 


ing, heavy goods, and other spe- 
cific industries, and its competi- 


tive disadvantages to producers| Waldron & Company. 





located long distances from’ 


sources of supply or markets, the 
prompt repeal of the transporta- 
tion taxes would be desirable. 
Other excise imposts which af- 
fect the private utility industries, 
the burden of which is difficult to 
determine, include taxes on 
radios, refrigerators air condi- 
tioners, electric appliances, elec- 


tric light bulbs and tubes. The 
repeal of these items deserves 
consiaeration along with the 
others previously discussed. In 
tact, all the excise taxes might be 
studied in the light of present day 
revenue requirements and the 
contribution of each thereto as 
well as their economic conse- 
quences. 


, issues. 


|}seem about in line with those of similar utilities. 


| William H. Colvin died at his 


|cago and was a former President 
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Public Utility Securities | 


By OWEN ELY 4 
American Power & Light 


American Power & Light Company, one of the Electric Bond & 
Share holding companies, filed its first integration plan with the 
SEC in July, 1941, and it has taken over eight years to work out a 
final compromise plan and obtain SEC approval. The final plan has 
now gone to a Federal! court for approval and, since there is no con- 
test, final consummation may be only about 3 to 4 months away if the 




















court acts promptly. 


The final plan is comparatively simple, alloting 82% of the assets 
to the preferred stocks and 18% to the common, As between the two 
preferred issues, the relative participation is in the ratio of 6 for 
each $6 preferred to 5.05 for each share of $5 preferred. Based on 
these divisions as applied to the shares held in each subsidiary, fol- 
lowing are the packages assigned to each share of American: 

Per Share American P. & L. 


$6 Pfd. $5 Pfd. Common 
Florida Power & Light_--------- 1.242 1.045 0.147 
Minnesota Power & Light--_---- 0.304 0.256 0.036 
(SS eee 1.255 1.057 0.148 
Texas Utilities -___---- seni 2.231 1.878 0.263 
American Power & Light (new) 1.188 1.000 0.140 


American Power & Light (new) represents new common stock 


| of the parent company, which will be kept alive, temporarily at least, 


as a holding company for the northwestern group—Pacific Power & 


| Light, Washington Water Power, and Portland Gas & Coke. Follow- 


ing future recapitalization of the latter company, American’s holdings 
will probably be reduced to a small minority amount, which may be 
sold. American has also requested SEC permission to make Pacific 
Power & Light a subsidiary of Washington Water Power and if this 
is eventually permitted, it seems probable that American would then 
distribute Washington Water Power and finally dissolve. American 


| also retains a few shares of other subsidiaries which will probably be 


sold, or perhaps donated to the subsidiaries for cancellation, as the 
SEC may direct. 

Minnesota Power & Light is the only subsidiary stock which has 
sold new-money shares to the public and accordingly has a current 
quotation. The value of other stocks must be calculated on the basis 
of current earnings and “reasonably anticipated” dividend payments 
after the companies are in the hands of the public. Several Wall 


| Street houses have issued memoranda estimating the value of these 


stocks and the resulting break-up value of American Power & Light 
One of the most comprehensive is the 30-page brochure of 
Goldman, Sachs & Company. The firm estimated the pro forma earn- 


| ings and dividend rates of the two operating companies, Florida and 


Montana, and of the two holding companies, Texas and American 


|new. These worked out as follows: 


—Estimated— 

Value Div. Est. 

Per Sh. Per Sh. Yield 
Florida Power & Light__________ 24 $1.40 5.9% 
Minnesota Power & Light_____~- *27 *2.20 8.3 
BONS ooo hee ew 20 1.40 7.0 
,. ¢).  _~ REARS pepe ee ee 1814 1.20 6.6 
American Power & Light (new) 13 1.00 7.7 


*Based on actual market and dividend rate. 


The $1.40 estimated dividend rate for Florida seems low in rela- 
tion to current earnings but the indicated yield also seems low for 


|a stock of this character, so that the two factors somewhat offset. 


The yield basis for Texas Utilities seems reasonable as compared 
with those of similar holding companies such as Middle South and 
Central & South West, though Southern Company is currently avail- 
able to yield nearly 8%. Yields for Montana and American would 
The estimates 
would seem to discount at least moderate “‘seasoning” after issuance 
of the new stocks. ’ 

Based on application of these estimated values to the respective 
packages listed above, Goldman, Sachs arrives at break-up values as 
follows, compared with present quotations: 


Recent Break-Up 
Price Estimate 
2. 102 $119.25 
a, een ee 87 100.40 
12 


Ea eee 7 oe ee 14.08 
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William H. Colvin Dead Two With Dean Witter 
(‘Special to Tac FPrnancist CHRONICLE) 
SAN FRANCISCO, CALIF. 

Franklin A. Sanford and Fred W. 

Willey have been added to the 

staff of Dean Witter & Co., 45 

Monigomery Street, members of 

the New York and San Francisco 

Stock Exchanges. 


With Henry F. Swift 
‘Special to Ine Frvanciat CHRONICLE) 
SAN FRANCISCO, CALIF. — 
Robert D. Larabie has been added 
to the staff of Henry F. Swift & 
Co., 490 California Street, mem- 
bers of the San Francisco Stock 
| Exchange. 


——» 


home in Evanston, Ill., at the age 
of 79. Mr. Colvin formerly was in 
| the investment business in Chi- 


of the Chicago Stock Exchange 
and Chicago Beard of Trade. 


Joins Wm. D. James Co. 


(Special to ‘Tue Frvanctat CHRONICLE) 
| SACRAMENTO, CALIF.— 
| Leonard A. Hughes has become 
affiliated with William D. James 
Company, California State Life 
Building. He was previously with 
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Government-Business Tension in 


Relation to Business Outlook 


(Continued from page 8) 
public. This is perfectly legiti- 
mate, and In principle it does not 
appear entirely inconceivable :nrat 
it would have some significant ef- 
fect beyond providing an iucrease 
not urgentiy necessary in tne rev- 
enues of the  large-circulation 
press and of the firms who sell 
salesmanship. Perhaps mine is not 
a typical reaction to it, but most 
of what I have seen of it seems 
to be clearly inef-ective. It ob- 
viously lacks in frankness, in 
objectivity, in punch, and in rea- 


soned argument. If it does not 
claim for free enterprise all the 
credit for the more favorable 


aspects of the American climate, 
by dogmatic assertion repeated 
ad nauseam it does try to per- 
suade an audience which thinks it 
has personal experience to the 
contrary that there is not a cough 
in a carload and that only the 
best leaves are used, the others 
presumably being fed to the cows. 


Free Enterprise Has Remediable 
Flaws 


There is so much of substance 
that could be said for free enter- 
prise, ever as it is as distinguished 
from what it might be made to 
be, provided only that there was 
no pretense that it is without 
remediable flaws. If this cam- 
paign were conducted to appeal 
to the intelligence of the Amer- 
ican public instead of to its sup- 
posed susceptibility to pointless 
slogans and to endless repetition 
of meaningless rhythms, the re- 
sult, I believe would be valuable 


education both for audience and 
script writers. Not only would 


the hold of free enterprise on the 
American public be strengthened 
on the basis of its merits. but 
there would be an indirect by- 
product of value. Has no one ever 
told the copywriters of the dis- 
arming effect of a little frankness, 
especially when what is revealed 
was not really a secret before? 
No one really demands that busi- 
ness be conducted by saints in the 
intervals left between their long 
sessions at prayer and private 
good works. Everyone in fact 
knows that business is conducted 
for the most part by corporations. 
and while we have some sort of 
authority for the proposition that 
corporations are soulless, I think 
that, with some mental applica- 
tion. the spokesmen for business 
could develon a plausible case for 
the proposition that generosity 
and public spirit come more 
easilv to the corporation acting in 
its corporate capacity than to the 
individuals who manage it and 
the shareholders who get the thin 


bottom slice of the earnings as 
dividends. 

There has been since 1932 a 
definite and substantial element 
of hostility in the relations. be- 
tween American busmess. and 
American Government. To some 
extent this may be inherent in 
the relations between two con- 
tenders for power, and-there may 
have been even under the Hard- 


ing. Coolidge. and Hoover regimes | 
some sections of the . business. 
world who did not reg-'d_ the 
grip government had on them .as 
a friendiy embrace. I can easily 


conceive of too much unity be- 
tween government and busimess 
for the good of the country, 


whether this unitv took the form 
of government acting as the agent 
of business or of business, through’ 
bribes or coercion or fear, sub- 
mitting passively to every” edict’ 
of government. I think however, 


that there has been a clearlv ar- 
tificial element in this hostility: 
serving badly boto the interests 
of good government and the le- 
gitimate interests of birsiness in 
its own _prosperitv. -Poiiticians, 
columnists, demazogues, and re- 


actionaries. all have to scme ex- 
tent manufactured or encouraged, 





this hostility in calculating fash- 
ion to serve their private or 
ideological objectives. Others 
have simply and _ irrationally 
found in it aa outlet for the. 
hyperactivity of their glandular 
apparatus. One consequence has 
been that the relations on the 
policy-making and _ pronounce- 


ment-making levels of government 


and business, upon whose charac- 
ter so much of the fate of the 
country depends, have at fre- 
quent intervals been either frigid 
—meaning cold war but hot ex- 
chenge of epithets—cr have re- 
sultea in far less mutually bene- 
ficial cooperation than would 
have been achievable if an atmos- 
phere of emotional distrust and 
enmity had not been creaied. 
There is unlimited scope for ben- 
eficial mutual discussion and 
negotiation with respect to prob- 
lems common to both between 
government and business. But I 
have seen a_ single strongly 
phrased epithet—this happened to 
be in a solicited letter from a very 
distinguished New York business- 
man to avery. distinguished 
Washington politician—put an end 
to what had been a good resolu- 
tion, reluctantly adopted, to sub- 
stitute friendly diplomacy for 
open warfare, on a vital matter 
of public and of business policy. 





Major Fields of Cooperation of 
Government and Business 


So far my talk has been in gen- 
eral and rather abstract terms. 
Time limitations would prevent 
treatment of all the significant 
types of contact between govern- 
ment and business even if I had 
the necessary competence. I will 
select for special comment, there- 
fore, three major fields in which 
government and business can co- 
operate, or can fight each other: 
the monopoly problem; economic 
stabilization and the impact of 
the tax structure on the strength 
of the free enterprise system. 

It may sound like a paradox to 
you if I state my belief that the 
greatest special service the Fed- 


eral Government has ever ren- 
dered to the free enterprise sys- 
tem was in the passage and en- 


forcement of anti-trust legislation. 
Practically all the support on eco- 


nomic und on ethical grounds 
which economic theory provides 
for the free enterprise system 


rests on the assumption that en- 
terprise is not only private and 
free but that it competitive. 
There are two major ways in 
which competition can be elimi- 
nated or narrowly restricted in a 


is 


free enterprise system: through 
cartelization and through the de- 
velopment of giant firms, or 


*‘trusts.”’ European 
clearly indicates that of these two 
methods, cartelization impairs the 
working of a free enterprise 


experience 


oY > 


4em more seriously than does the 
trust movement, but may arouse 
less »ublic hostility to the mo- 
nopolists than does trustification 
of business. Cartels tend to pro- 
tect the smal] firm, whether ef- 
ficient or inefficient. and to stifle 
er deaden most of the incentives 
te efficiency. The British trend 


toward socialism has been in large 
reaction against the 
deadening effect on business en- 
tervrise of cartelization, and the 
British in the past and now, be- 
cause of the absence of any se- 
rious equivalent to our anti-trust 
legislation, really have had only 
Hobson’s choice: between the in- 
@{ficiency of central economic 
planning subject to dual control of 
goveriiment and trade unions, and 


measure a 


the inefficiency of private enter- 
prise when cartels make it un- 
necessary for the individual firm 
to be efficieit to survive. What 
they now have in England is a 
combination of government eco- 
nomic planning and of govern- 


ment-sanctioned cartelization, 





probably tne worst possible mix- 
lure that could be prescribed ior! 
a country in speciai need of en- 
terprise, efficiency, and flexibili- 
ity. 

American anti-trust legislation 
has substantially preven.eda the 
development of domestic cartels 
in the American eco:omy, al- 
though so-called Fair Trade legis- 
lation has made possible in the 
retail field a considerable approx- | 
imation to the British situation. 
Authentic cartels are legal and in 
some important instances, as for 
example, the dairy industry and 
the California fruit-growing ia- 
dustry, are operative, in agricul- 
ture. 

Where American anti-trust 
legislation has seriously failed is 
in preventing the growth of giant 
firms, with sufficient economic 
power to set the pattern of saies 
prices and of prices to suppliers. 
It is in general the efficient firm 
whicn finds it easiest to grow in 
size, but because efficiency is a 
cause of size it does not follow 
that size is a cause of efficiency. 
There is no convincing evidence 
that the giant firm, or the giant 
plant, is more efficient in produc- 
ticn than the moderate-sized 
firm, or plant, and there are many 
incentives to growth in size of 
firm which have nothing to do 
with efficiency and some which 
make the power of size a working 
substitute for efficiency. An ef- 
ficient small firm is often worth 
more to a giant firm in the same 
industry than it is worth to the 
owners of the small firm or to 
the national economy, and _ all 
who are acquainted with the his- 
tory of American business know 
of cases where sick giants have 
absorbed healthy and flourishing 
moderate-sized rivals. not to add 
to their productive efficiency but 
to add to their monopoly power 
as seller and as buyer. 

Aside altogether from the effi- 
ciency aspects of the problem, the 
presence of giants in American 
industry fosters the widespread 
feeling that where there is great 
power there will inevitably be 
instances of its abuse, the belief 
that the mere existence of giants 
increases the economic hazards 
for the small firm and tends to 
substitute competitive sales effort 
which can choke off the most ef- 
ficient small rivals for competi- 
tion on the basis of price and 
quality of product. The _ price- 
leadership system has been Amer- 
ican business’ mode of adaptation 
of the inherent aspiration of busi- 
ness for monopoly to the exist- 
ence of anti-monopoly legislation. 

The present Administration in 
Washington and the present Su- 
preme Court seem to be genuinely 
sympathetic with price-competi- 
tion (outside the fieids of agri- 
culture and labor). If it is to be 
restored in this country, the anti- 
legisJation will have to be 
strengthened so as to place limits 


trust 


or checks. direct or indirect on 
growth of size of large firms 
where efficiency considerations 


do not make sucn growth urgent 

which means in most cases. I 
think American business. will 
make serious mistake both as 
to its own special interests and 
as to the consequences for the 
durability of free enterprise, if in 
the case of a contest between gov- 
ernment and the giants as to what 
shall be the prevailing pattern of 
the American economy it un- 
aualifiedly takes the side of the 
giants. I would even argue that it 
is in the Jong-run interest of the 
giants to cooperate with govern- 


a 


ment in finding ~ondisturbing 
and relatively painless ways ol 


checking the intensification of in- 
dustrial elephantiasis. 

The next type of possible con- 
flict between government and 
business on which I will comment 
arises out of differences of atti- 


| 2Can 


| is a specific for all ills, good in 


, bination of flexible monetary and 


| tude as to how to deal with the | of heavy impact of taxes on profi® 


peculiar instability of the Amer-'! 
economy. Here I believe) 
there has been serious error on 
both sides. Government has used | 
the need for economic stabiliza-| 
tion as a pretext tor justifying ex- 
travagance and irresponsibility in | 
expenditures, and has exploited 
times of unemployment to extena 


margins has been offset by the 
expansive effert which inflation 
has had on the size of profit mar= 
gins. In tact, I think our tax 
structure as it has been since the 
war period has on the whole been 
well suited for an inflationary pe= 
riod. Given the severity of the 

tax load as a whole, however, its 
permanentiy tne range of its ac-| unbalanced impact on profit mar- 
tivities where public approval of| gins can have ominous conse= 
such extensicn could not have, quences during a period of de=- 
been obtaised on its merits per se. 


1 tlation or depression, 
Business, on the other hand, has As particular aspects of the tax 
for the most part insisted that an | 


structure which could deepen a 
exact annual budgetary balance! depression and retard the opera=- 
tion of the natura: recuperative 
forces su as to tend to make de= 
pression chronic once it has made 
its appearance, I cite without 
claims to completeness: first, the 
double taxation of income earned 
through the corporate form of en- 
terprise; second, the preferential 
treatment of debt capital as com- 
pared to equity capital; third, tae 
incomplete provision for averag~ 
ing of income for tax purposes 
Over a number of years, including 
carry-back provisions for losses; 
and finally, the arbitrary limita= 
tions on the time-allocation of tax 
allowances for depreciation and 
obsolescence. 

I do not think that on these 
tax issues there is a sharp con= 
flict of social attitudes, and the 
major obstacles to reform lie, IE 
think. in normal government in- 
ertia and in the technical diffi- 
culties of tax reform which lead 
to lack of agreement among the 
experts as to the best form which 
tax revision should take. As long 
as prosperity is on a high level, 


the pressure for reform will be 
slack but it is important that prog= 
ress be made in tax revision 
along these lines in anticipation 
of the time when it will be ur- 
gently needed. 

In this discussion of some of the 
sources of tension between gov= 
ernment and business, I have tried 
to be objective, and to reach my 
conclusions on the basis of my 
passionate desire for the indefi- 


boom times as in times of depres- 
sion, and has tended also to take 
a hostile attitude to the use of. 
monetary and credit policy as an 
instrument of stabilization. In 
some business quarters, any sug- 
gestion that it might be possible | 
to take most of the sting out of 
the business cycle by some com- 


fiscal policy is sufficiently refuted | 
by the charge that this is Keynes- 
ian, as if Keynes was a peculiar 
sort of monster who was incapa- 
ble even by inadvertence of mak- 
ing any proposals which would be | 
at least worthy of objective con- 
sideration. 

{ will not expand on the ur-| 
gency of stabilization. I will only | 
point out to you, first what you 
already know, that in the outside 
world the belief in the inhereat 
instability of the American type 
of private enterprise is the| 
strongest propaganda weapon in 
the hands of those who want to 
do away with every vestige of) 
free enterprise; and, second, what 
you may or may not know. that 
there is no other country in the) 
world where even the most con-| 
servative of businessmen share 
the hostility of American business 
to experimentation in the use of 
credit policy and/or fiscal policy 
as instruments of economic stabi- 
lization. May I also call to your 
attention the lack of warrant for 
complacency as to the attitude of 
the American public toward free 
enterprise, including the attitude 
of many businessmen, if once 


| 


again free-wheeling American en- nite survival of a healthy, strong, 
terprise and mass-unemployme tt) and socially beneficial private 
get closely associated in the nterorise system. 1 Nees 2 
American mind. waste ray My 6a" ag = 

I believe that ways can be. Will not find any parallel betweem 


worked out of applying monetary 
and fiscal policy to the stabiliza- 
tion of the American economy 
which do not appreciably lessen 
the pressures on government for 
economy and efficiency in its own 
opverations, and which do not in- 
volve an extension of the range of 
government participation in in- 
dustrial activity as a by-product. 
These ways are to increase the 
stress on monetary policy as dis- 
tinguished from fiscal policy ad, 


my type of objectivity and tnat 
of the Irish judge who pledged 
himself to keep to the middle 
path between partiality and im- 
partiality. 


Merrill, Turben Co 
Celebrates 25 Years 


CLEVELAND, OHIO—Merrilf, 


in the use of fiseal volicy. to in- Turben & Co., Union Commercé 
- - : , : ¢ »? 5 7 af * . ‘ y 
troduce the required anticyclical Bldg., ~~ e- bers of Se Cee 
flexibility predominantly on the and egg ye oni whee 
taxation side of the budget rather @!° this year celebrating _ 
than on the expenditure side 25th anniversary. In connection 
with this anniversary they are 
Impact of Tax Structure distributing an attractive oklet 
s taiwv . . ~¢ « * +a 
Finally, a word on the impact which | contains comparat “ hen 
of the tax structure on the health) tistical figures cn selected «ne 


and strength of the private en listed Ohio stocks, 
terprise system. If the contribu- 
tion which business enterprise has 
the potentiality to make to an) 


B. H. Day Opens 


GRAND JUNCTION, COL’) 





— 
ever-rising American standard of| p W. Day will engage in a -ecurl- 
living is to be realized, Amer-' ties pusiness from offices at °2° 4 
ican business must have incen-| ain Street. He was formerly 


tives to take calculated risks and 
must have access on reasonable 
terms to American savings to fi- 
nance this risk-taking. If the 
structure of the tax system is such 
that the risk-taker must bear all 
the losses which occur but can 
hope to get only a thin slice of 
anv profits before taxation, he 
will look for safety rather than 
for venturesome growtn. 

I believe that our present tax 
structure is inherently such as to 
act as a wet blanket on the risk- 
taker, and that under stable eco- 


with the Investment Service CorDe 
of Denver. 
With King Merritt & Co 
(Speciai to Tz FiNnanciar 
LOS ANGELES, CALIF. 
George K. Johnson has lLecome 
associated with King Merritt & 
& Co., Inc., Chamber of Commerce 
Zuilding. He was formerly with 
Dempsey-Tegeler & Co. ana prior 
thereto with C. E. Abbett & © 


> * 
With E. F. Hutton & Co. 
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LOS ANGELES, CALIF. — Ed- 
ward P. Noll has been added te 
the staff of E. F. Hutton & Com-< 
pany, 623 South Spring Stree:. 
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nomic conditions all the dice are 
now loaded against the risk-taker. 
I cannot see that the consequences 
have as yet been serious, but this 
the deadening 


is because effect 
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The Basis of Federal Reserve Policy 


(Continued from page 15) 


memper vanKsS. AS yuu Ki,OwW, 
member Danks are requireu vy | 
law to keep certain peicenages | 
of their own aemana and tune 


deposits as reseive aeposits al 
the reuciai KeServe Balix Oi tneir) 
district. Wecisions of commercial | 
banks witn respect to lenuing a-iu | 
investing are greatly inilue..ced| 
by their actual, required, excess, 
and potential reserves. 

It is primarily tnrough its in- 


fluence over reserves tnat lw:e| 
System influences the tiow of| 
money. ‘tne System has tnree| 


general instruments to atfect ine 
reserves of member banks. Two! 
of these—discoutt rates and open 
market operations —afiect the) 
volume of reserves, anu ine thiva | 
— reserve requirements — limits 
the amount of bank credit that) 
can be based on a given volume 
of reserves. These three instru-| 
ments are closely related. Tne 
relative emphasis that has been | 
placed on them has shifted sig 
nificantly from time to time. 

Initially, the Reserve Banks | 
were viewed as relatively passive | 
institutions. They were consid-| 
ered big brothers available as a} 
source of help to their member | 
banks. When members needed | 
reserves, they borrowed from the 
Reserve Banks. The most active 
instrument of policy during these 
earlier days was the rate of redis- 
count. The rate was increased to 
discourage borrowing and was 
decreased to encourage borrow-| 
ing. 

Early in the 1920’s. the Reserve | 
Banks began to purchase govern-| 
ment securities to maintain their 
earnings. Such open market oper- | 
ations were thought to be wholly | 
indepenent of discounts. It wa 
soon observed however, that the | 
funds put into the market by the | 
Reserve Banks through security 
purchases found their way bac “ik | 
in large part through repayment | 
of borrowings from the Reserve | 
Banks. In other words, the vol- 
ume of discounts and open mar- 
ket operations were in fact closely 
related. Both are avenues of ac-| 
cess to the Reserve Banks. The| 
two instruments had to be corre- | 
lated in an effective over-all pol-| 
icy. The System. therefore, Be 
companied sales of securities with 
increasing discount rates to 
achieve effective restraint. and 
accompanied purchases with de-| 
creasing rates to produce general | 
monetary ease. 

Yet the two instruments. though 
related, were not identical. Sales 
of securities by the System had 
some restraining effect even when 
not accompanied by higher dis- 
count rates. In part this arose 
from the fact that discount rates 
were usually kept above the 
yields on the securities in which 
the System dealt in the onen mar- 
ket. Hence, if member 
were forced to obtain reserves by 
borrowing, the cost of reserves 
Was increased. In the second 
place, sales of securities were a 
signal that the System was of the 
opinion that credit should be 
tightened. This opinion of the re- 
‘sponsible authorities was likely 
to influence the market. 

Sales of securities had vet an- 
other effect even though initially 
offset through borrowing. Com- 
mercial bankers manage their in- 
stitutions according to certain 
principles and guides. A common 
guide is to avoid continuous bor- 
rowing. Many banks, therefore, 
although willing to borrow tem- 
porarily to meet reserve defi- 
ciencies. wil] contrat their credit 


- | 








ranidly or gradually to repay 
debts. This tradition against re- 
discounting is not powerful 


enough in itself to give adequate 


} the 


| instruments. 
| to 
|} such changes. 
| with reserve requirements the ex- 


| loans and investments. 


banks | 


ba..« credit that can be based on, 
a given volume of_ reserves. | 
Auu.ority to change reserve re- 
yusiecs.ents was first granted to) 
Board of Governors during! 
tne aepression of the 30’s to deal | 
witn existing and prospective ex- 
cess reserves that were beyond| 
te reach of the System’s other 
We still have a lot| 
learn about the operation of 
We are repeating | 


perience we had with open mar-| 
ket operations; they cannot be| 
considered in isolation any more 
than open market operations can 
be considered independently of 
discounting. | 


Differences in judgment as to| 
the effectiveness of changes in 
.eserve requirements arise prin- 
cipally from differences in expec- 
iations as to the course of actual 
reserves—which depend largely 
on open market operations and 
discount rates. At one extreme 
are those who assume that actual | 
reserves will remain unchanged. | 
They conclude that changes in 
requirements are a _ powerful 
weapon forcing a multiple change 
in deposits. It should be remem-| 
bered, however, that changes in 
requirements produce either ev- 
cesses or deficiencies in reserves | 
and that such excesses and de- 
ficiencies, in turn, are powerful 
factors affecting the demand for | 
actual reserves. To have maxi- 
mum effect, therefore, increases 
in requirements must be accom-| 
panied by appropriate stiffening | 
of terms on which reserves may | 
be obtained, and decreases in re- 





| quirements by appropriate easing | 


of terms to stimulate demand for | 
credit and an expansion of bank | 
If the full | 
effect is desired from large 
changes in requirements, the nec- 
_essary changes in terms on which 
reserves or securities are made 
| available are apt to be so large 
as to interfere with maintenance | 
of orderly conditions in the mon- | 
ey market. This may pose a con- | 


| flict that requires some degree of 


compromise. 

At the other extreme are those 
who assume that changes in re- 
quirements will be accompanied 
immediately by corresponding | 
changes in actual reserves and 
who conclude, therefore, that 
changes in reserve requirements 
are of negligible influence. This 
conclusion presupposes that actual 
reserves or securities. will 
made available by the System at/| 
terms existing when the require- 
ments are changed. Even under 
such circumstances, however. it 
should be remembered that 
changes in requirements have an- | 
cillary effects of some importance 
In the first place, they are 
expression of the judgment of 


credit developments. An increuse 
means that the System wishes to 
restrain credit and a decrease that 
it wishes to stimulate credit. Such 
judgments by System authorities 
influence credit developments. In 
the second place, changes in re- 
serve requirements affect the 
amount of funds that banks can 
and are willing to lend and in- 
vest. To be sure, a bank may 
make good a reserve deficiency 
arising from an increase in re- 
quirements by selling government 
securities. But it will then have 
fewer such securities and will 
probably be less inclined to dis- 
pose of still more in order to 
expand its loans and other earn- 
ing assets. 
ability and 
or agcruing reserves. 
increase has similar effects when 





control over credit expansion, but | 
it is a limiting factor. 

These two instruments — the | 
discount rate and open market 
operations—*7ffect the ar-ount of 
member hank reserves. The third 
gerernal instrriment—_reserve 
quirements—limits the amount of 














re- | 


it appears imminent. I have found 
| a few bankers who have said thev 
would exnand other’ earning 
| assets to offset the actual or pro- 


| spective decline in earnings. but) 


they have been a small minority. 
As I have said. we still hove 


much to learn about the operation. 





| when unaccompanied by changes 


| check of symptoms which reveal 


|month the principal graphic ma- 


be | 





an | 


System authorities with respect to | 


Similarly, an increase | 
in requirements reduces both the | 
willingness of banks) 
to expand on the basis of excess | 
A potential | 


of changes in reserve require- 
ments. My present conclusions, 
which are intluenced by many 
hours of discussion with bankers | 
in the Third Federal Reserve Dis- | 
trict, are that they have some ef- 
fect in the desired direction on 
the availability of credit even 


in rates and yields but that larger 
effects can be expected only if 
accompanied by changes in rates 
and yields. 

In addition to the three general 
instruments to influence’ the 
amount, availability and cost of 
bank reserves, the System has 
authority to regulate minimum | 
margins on. security purchases) 
and sales. On emergency bases it) 
also regulated consumer instal-| 
ment credit for limited periods. | 
The purpose of such selective) 
instruments is to adapt credit to 
diverse developments in different 
and relatively segregated fields. 


it. 


What Guides Does the System 
Follow? 

The art of central banking 4 
the proper use of these available | 
instruments to achieve desired 
objectives in the real world. An | 
omniscient central banker would 
know exactly what to do at all 
times. Practicing central bankers, 
however, are forced to devise use- 
ful guides to indicate the direc- 
tion and speed with which they 
should act. They must diagnose 
the ills of the economy before | 
they can prescribe an effective | 
remedy. This requires a continual 





the state of our 
The System 


economic health. | 
publishes’ each | 


terial used 
This chart 


by the authorities. 
book contains com- 
prehensive information on bank 
credit, money rates, and business. 
Obviously there are many im- 
portant factors that defy statis-| 
tical measurement. The prospec- | 
tive direction and strength of the} 
many forces operating in the! 
economy are matters on which 
judgments differ. The staff pre- 
pares comprehensive analyses of | 
possible alternative developments 
based on various assumptions. 
These are some of the materials | 
that central bankers employ in| 
arriving at decisions as to the 


| powers 


| port prices for medium-term and 


| creasing 


nature of the problems confront- | 
ing us and the specific actions | 
needed to solve them. 

IV. 


| What Specifically Has the System 
Been Doing Recently? 

The Federal Reserve authorities 
| operate in the real world. The 
general objective of economic 
| stability remains the same, but 
the actions taken to promote it 
be suited to the situation 
that exists and must, therefore, be 
adapted to changes in economic 
conditions. Excessive expansion 
calls for a program of restraint, 


| must 


program of stimulation. I mention 
this need for flexibility because 
the System is sometimes accused 
of inconsistency when it reverses 
a program. The consistency that 
is important is that concerning | 
objectives, not that concerning | 
programs of action. 

As you know, the System has 
changed its program Since the) 
meeting of this Forum last Sep- 
tember. At that time the problem 
was too much money and inifla- 
tion. A month later the program | 
then being followed was described 
in the Federal Reserve Bulletin 
in these words: 





since mid-1947, Federal Reserve 
credit policies and the Treasury 
fiscal and debt management pro- 
gram have had as a major objec- 
tive as much restraint on mone- 
tary and credit expansion as was 
consistent with maintenance of 
orderly and stable conditions in 
the market for Government secu- 
rities. 
tive 


on the basis of existing 


excessive contraction calls for a/| 


included focus of the 
treasury program of debt retire- 

ment on securities held by the, 
Federal Reserve Banks; upward | 
adjustments of rates on_ short-| 
term Government securities and) 
in Federal Reserve discount rates; | 
reduction in Federal Reserve sup- 


long-term Government securities; 
increase in reserve require- 
ments. . 

At that time many over-all in-| 
dicators were still establishiag | 
new postwar highs. One can re-| 
construct a better impression of | 
conditions as they appeared at the 
time if he looks at the chart book | 
published a year ago rather than 
the most recent issue. A director | 
of the Philadelphia Reserve Bank | 
phrases this difference in these | 
words: “I have 20/20 vision only | 
when looking at the past.” 

As events have turned out, the 
decision to increase reserve re- 
quirements which became effec- 
tive in September, 1928 was the 
last formal decision by the Sys- 
tem to increase restraints. 

The endless flow of information 
began to indicate that this par- 
ticular crest of inflation was over 
The problem became one of mak- 
ing reserves more plentiful and 
of checking contraction. Begin- 
ning in March of this year a series 
of decisions have been taken to 
relax restraints on credit. On 
March 2 Regulation W on con- 
sumer instalment credit was re- 
laxed. On March 28 margin re- 
quirements were reduced from 
75% to 50%. On April 22 Regula- | 
tion W was further relaxed. On 
April 28 reserve requirements 
were reduced by about $1% bil-' 
lion. On June 28 the Federal 
Open Market Committee an- 
nounced “that with a view to in- 
the supply of funds 
available in the market to meet 
the needs of commerce. business, 
and agriculture” purchases, sales, | 
and exchanges of government se- 


curities would be made with 
“primary regard to the general 
| business and credit. situation.” 
With the lapse of the Board’s 
temporary authority on June 30, | 
| there was another reduction in 
|reserve requirements, totaling 
about $800 million, and regula- 


tion of consumer instalment credit 
was terminated. In August re- 
serve requirements were reduced 
further in a series of steps, the 
total amounting to about $1.8 bil- 
lion. 
In 
ments 


announcements 
on these 


and com- 
various actions, 


| Reserve officials have emphasized | 


| They should 





| 


“Since the war, and particularly | 


Action toward this obiec-|! 


time and again “that credit regu- 
lations are not a cne-way street. 
be tightened or re- 
laxed as general economic condi- 
tions require.” This emphasis is 
properly placed. No one can now | 
Know how soon it may be neces- 
sary to. increase restraints again. 

When and so long as general 
economic conditions — including 
the imponderables — deteriorate, 
the appropriate program is to re- 
lax. The three available general 
instruments are reductions in re- 
serve requirements, purchases) 
of securities, and reductions in 
discount rates. I would like, how- 
ever, to reemphasize what I said 
before about these instruments. 
They are closely related. For in-!| 
stance. the System is a!ways in- 
terested in an orderly money 
market. You may find, therefore, 
that if, for example, reserves re-| 
leased by a reduction in require- 
ments are creating temporary dis- 
|order in the money market, the} 
System may reduce its holdings | 
of securities. Such an operation | 
should not be interpreted as a 
reversal of policy or inconsisten- | 
cy. It may be compared to the 
receipt of change when payment 
is made in a note that is larger 
than the bill. 


| 
| 
| 
| 


Vv 


How Are Decisions Made? 

Decisions are made by people. 
In the United States we value 
democracy and group judgment 
above consistency and centralized 


experience, we organized 


| national 


| commercial 


| of the Board of Governors, 
'the Presidents, or chief executive 


In keeping with our 
a fed- 
eral system rather than a central 
bank. We have made changes 
from time to time to meet par- 
ticular circumstances, but not 
always with regard to how neatly 
the parts fit together. As a re- 
sult, our present complex organi- 
zation is a never-ending source of 
irritation to teachers and espe- 
cially to students of banking. For 
example, we have seen that the 
three major instruments of gen- 
eral credit policy are intimately 
related. Yet, according to the 
Federal Reserve Act, rates of dis- 
count are established by the Fed- 
eral Reserve Banks subject to re- 
view and determination of the 
Federal Reserve Board: open 
market operations are regulated 
by the Federal Open Market 


efficiency. 


| Commiitee, which consists of the 


members of the Board and the 
representatives — actually the 
Presidents in rotation—of five 
Reserve Banks; while reserve re- 
quirements are determined with- 
in legal limits by the Board. No 
one would allocate powers in this 
way if he were starting trom 
scratch. 

All decisions have one thing in 
common: they are group judg- 
ments. Now a group judgment is 
something more than the judg- 
ment of any single member—and 
it is something more than the 
mere addition of the indepen- 
dently acquired judgments of the 
several members. 

The complexities of the origi- 
nal organization arose in part 
from the desire of the founders 
to assure that the judgment of 
each agency would reflect con- 
sideration of possible differences 
in views. There have been some 
changes in details but the present 
law still reflects this approach. 

In selecting members for the 
agency—the Board of 
Governors—the President is di- 
rected to “have due regard to a 
fair representation of the finan- 
cial, agricultural, industrial, and 
interests, and geo- 
graphical divisions of the coun- 
wy.” 

Similarly, the nine directors of 


each district Reserve Bank are 
divided into three classes repre- 
senting the poiats of view of the 
lenders, of the borrowers, and of 
the general public. To assure 
wide coverage of views. member 
-banks are divided into three 
| groups based on size for the se- 
lection of class A and class B 
directors. The several boards of 


directors, subject to the approval 
select 


officers, of the Reserve Banks. 
The intention of the organizers 
was that decisiors should reflect 
the combined judgment of groups 
of officials who had a variety of 
experience, not that each official 
should take a narrow view of 
benefit to a particular interest. 
The real intention has been rea- 
lized in practice. The officials are 
acutely aware that their respon- 


| sibility is to promote the general 


economic welfare of the entire 
country. 

We may take a meeting of the 
Federal Open Market Committee 
as representative of the way in 
which decisions are reached. Or- 
dinarily a meeting is held just 
after a Conference of Presidents 
of the Reserve Banks and, in ad- 


dition to the members, is attended 


| by the remaining Presidents and 


a number of senior staff members 
of the Board and the Reserve 
Banks. 

Current developments are re- 
viewed and subjected to extensive 
discussion. Important materials 
are the memoranda, analyses, and 
charts that I have mentioned as 
guides to action. Each participant 
brings to the discussion his best 
thought, information, and judg- 
ment. 

The contacts of the System, like 
the Svstem itself, span the coun- 
trv. This meeting today is an ex- 
cellent example of how the Sys- 
tem keeps in touch with what is 
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going on. The Reserve Banks, 
eacn in its own way, do their pest 
to keep informed. Consequeniiy, 
the Fresiaents of Reserve Kanks 
can bring to the meeting an in- 
tumate Knowledge of local and 
national deveiopinents, as weli as 
tne practical experience gained 
from serving as chief operating 
officers at tneir Banks. Coilec- 
tively they are in intimate aaily 
contact with tne money marke:s 
as Well as all other phases of eco- 
nomic activity. 

Hach iinal decision is the com- 
bired judgment o: the g:oup. 
Group judgment differs from in- 
dividuai judgment because it fre- 
quentiy means tnat more factors, 
eS well as more people, are taken 
into account in arriving at deci- 
sions, The record o. all policy 
actions as well as the votes and 
reasons underlying such actions 
are published in tne Annual Re- 
ports of the Board of Governors. 
in studying these records it is 
well to keep in mind that the 
exact decision is not necessarily 
the same as would be made by 
any member acting in isolation: 
it Is a combined judgmeat. It is 
helpful also to keep in mind that 
differences may arise between 
observers and participants be- 
cause of the difference in their 
responsibility. It is one thing to 
sit on the hot seat; it is another 
to point a finger at the person 
who is on the hot seat. The miii- 
tary genius, von Clausewitz, rec- 
ognized this when he _ distin- 
guished between the principles of 
war and the conduct of war it- 


self. He said “The results on 
which we count in warfare are 
never as precise as is imagined 


by someone who has not carefully 
observed a war and become used 
oo ik.” 

In testifying before the Senate 
Committee 01 Banking and Cur- 


rency last May. Chairman Mc- 
Cabe described the process of! 
reachi'g decisiors in these words: 


“Before coming to decisions on 
all matters of policy, the Reserve 


Board has the inestimable ad- 
vantege of being able to com- 
municate with and obtain factual 
information. as well oninions 
from the 12 Federal Reserve 
Panks d their 24 xbrancres 
throughout t*e country, on w” ose 
boards are more than 250 cdirec- 
tors. drawn not onlv from bank- 
ing but from the widelv diversi- 
fied in‘ustrial, commercial, agri- 


cultural. and professional pur- 


suits of the nation. The directors, 
te oriicers, ana Staffs of tne ne- 
serve Banks and tne Boaru, tne 
Feaeral Advisory Council, and 
the member ba..Ks comprise tne 
Reserve Syste:in waich, as I have 
oi.en said, is tike a vast pyramid, 
whose breath and sicrengtn is in 
its base. Tne Board has constant- | 
ly available current information, 
drawn from this great System to 
supplement tre vast mass oi fac- 
tual and statistical data gatherea 
througn other governmentai | 
sources. Moreover, the System 
sponsors special studies as occa- 
sion demands. In addition, we are | 
always as painas to consult with 
representative businessmen, the| 
small es well as the larger ones, | 
with trade associations and. in| 
fact, with all who are affected by | 
System operations. We try to} 
weigh carefully their views and) 
to distinguish proad national con- | 
siderations from those reflecting | 
narrower interests. [ mention) 
these myriad sources of tnforma- | 
tion to emphasize that we do not 
function in a vacuum.” 


VL 
Concluding Comments 


Federal Reserve policy is what 


the people in the Federal Reserve | 


System do. 
people personally. They are not 
unique. If they were to mingle 
in a crowd walking down the 
street on Easter Sunday, you 
coula not identify them. They 
put on their trousers one leg at 
a time as do other men. 

They are responsible for exer- 
cising judgment in the field of 
money and credit. Here, too, they 
are human: they will not always 


agree. Their group decisions will | 


be criticized. The 
who are competent 
have a right to express 
views. In a democrecy indeed 
they have a responsibility to do 
so. In the long his’ory of the 
System, views expressed outside 
official circles have n»ot been 
without influence on what has 
been done. 
Observation 
tral hanking happens to be my 
specialtv. But I am not as con- 
virced of any principle of central] 


many others 
in this 


and study of cen- 


banking as I am that the demo- 
cratic method of free discussio. 
produces the best results in the 
loons run ard that it is the best 


method that neonle have yet de- 
vised to live together. 


Erasing Mysteries of Trust Service 


(Cortinued from page 4) 


services of these financial insti- 
tutions. But those companies who 
continue to advertise and to ex- 
plain their services will succeed in 
justifying their existence. For in- 
stance, I should like to quote 
briefly from a letter which our 
company received only recently 
from a new customer: 

“I was very much pleased with 
the kind consideration which your 
company has given to our small 
affairs. I had somehow formed 
the impression that trust compa- 
nies were the concern’ only of 
moneyed people, and am delight- 
fully surprised to find that the 
reverse is true. Thank you for 
your intelligent interest.” 


Estate Planning 

One especial service offered by 
trustment is Estate Planning. 
Trust institutions, in this manner, 
have the opportunity to explain 
the nature of the services which 
they render and also how they are 
merely a group of human beings 
trained to do a specialized job 
with as much emphasis on the 
human aspect as on the technical 
phase of their work. In fact, their 
experiences enable them to un- 
derstand better than most indai- 
viduals the difficult subject of 
“human relations.” Trust compa- 
nies, likewise, are performing an 
essential service to their custom- 
ers and prospective customers. 
Everyone in the trust business has 





known instances where failure to 
have a good estate plan may con- 
tribute as much to death as any 
one of our more common physical 
ailments. Almost a matter of life 
and death! 

More people are taking advan- 
tage of these offers to discuss 
their estate plans with trustmen. 
Some find that for the present 
only simple wills are necessary 
to preserve their estate. Those 
with minor children are reminded 
of the possibility of a common 
disaster to the parents and that 
such a provision may be included 


in their wills. And trust institu- 
tions can serve them in all of} 
these instances as Executor, 
Trustee or Guardian. Everyone 


who makes a will has the privi- 
lege of selecting their own exec- 
utor, thus making it unnecessary 
for the court to appoint an ad- 
ministrator to handle their estate. 
After actually discussing admin- 
istration matters with an Estate 
Planner, people realize that the) 
cannot afford to have an inex- 
perienced executor. That executor 
must be a professional one—like 
a trust institution—to do the best 
work: not a widow, relative, son 
or son-in-law who lacks seasoned 


business judgment—or a _ busyl/act as a “catch-all” and transfer | 
friend. any loose ends to the Living Trust. 
Other situations may require} We ourselves have found already 


the establishment of a trust now, 
or the inclusion of a trust in their 
will. The former type of trust, re- 


| crust because it comes into opera- 


\spendthrift or shiftless son—yes, 
|and a son-in-law—from exercis- 


I know a lot of these | 


field | 
their | 


ferred to as a Living Trust (it only will continue to spread through-| man interest in administering es- 


means a trust wnicn is estabiishea 
during a persons liietume) may | 
be necessary to provide tor the 
management’ and supervision of! 
real or personal property; to in- 
sure a sound investment plan; to| 
provide for the well-being of an) 
aged parent or relative; to take| 
advantage of gifts under the Fed-| 
eral ‘Tax Statutes; to perform the | 
orderly transfer of property from | 
owner to other party or parties;| 
to assure the education of cnildren 
or grandchildren; or any number 
of other situations peculiar to an 
individual or family. In tne latter 
category, which is the trust under 
a With (Known as a testamentary 


uon oniy under a last will and 
testament), it may be that a hus- 
oand wants to relieve an inexpe- 
rienced widow—and usually a 
grieving one, I might add!—of the 
complexities of the management 
of capital under our present-day 
intricate economy; or it may be to 
safeguard a business waich 
father has established, until such 
time as his son will decide 
whether he wants to participate 
actively in it; to insure against a 


= 
ral 


ing undue influence on a widow 
‘or other family members; to make 
certain that no one individual, re- 
alizing the frailities of human na- 
ture (we never know when our 
mental faculties will fail us!), will 
have complete and sole control 
over his property; to establish the 
orderly distribution of his prop- 


out the country as more people 
experience its benefits. 


The Common Trust Fund 


The greatest boon to trustmen 
in recent years is the Common 
‘trust Funda. This fund is the mu- 
cual theory of an investment and, 
as previously noted, investment 
management and supervision are 
the basis of all trust service. Trust- 
men now have an opportunity to 
show to the public what their per- 
formance is in the investment of 
funds. Heretofore, they were han- 
dicapped because they could not 
disclose the assets and the invest- 
ment performance of any one ac- 
count. Individual accounts are 
strictly confidential, The Common 
Trust Funds are well diversified 
among fixed-income securities, 
i.e., government bonds, corporate 
and other bonds, and preferred 
stocks; common stocks; and, in 
some instances, mortgages. They 
provide a weli-rounded stake in 
the wealth of our nation and offer 
to everyone the opportunity to 
make use of the services of our 
trust institutions. This device, in 
time, will provide the ideal me- 
dium for handling property. In 
addition to its investment feature, 
there is the trust agreement which 
provides for the transfer of prop- 
erty without probate and the use 
of discretion by the trustees which 
is not available by any other 
means. None of our life insurance 
companies, investment trusts or 
savings banks can exercise discre- 
tion which is such an integral part 





erty to his wife and children, or 
other beneficiaries; to minimize 
the tax liability and other items 
|of cost in the handling of an es- 
tate: and to be sure that his wife 
will not have to go around seek- 
|ing piece-meal advice from her 


he fair-weather type. 


Then there is the Marital De- 


duction provision of the Revenue | 


Act of 1948 which is an important 
-eason for both husband and wife 


to review their assets and plans) 
together. In some cases a trust! 
established under a will for the 


benefit of a wife and children may 
save thousands of dollars in Fed- 
eral Estate Taxes. The Revenue 
Act of 1948 also liberalized 
gift tax provisions for 
and wives. 
son with of $200,000 


an estate 


gives a child $6,000, which is tax-| 


free, he saves his estate over $1,- 
700 in estate taxes. It almost 
(unbelievable to the uninitiated 
|! how much can be saved by careful 


is 


planning of an estate by a quali-| 
Such reviews | 


fied Estate Planner. 
may also negate the outmoded ar- 
guments in favor of joint prop- 
ertv. Tax-wise, the effects of 
joint ownership of property are 
often adverse. 
A New Trend 

There is a new trend in Estate 
Planning which is developing to- 
day. It is actually a combination 


of the Living Trust and the Will, | 


with the latter relegated to a 
minor position. The Living Trust. 
in effect, permits a person to see 


his will in operation; otherwise, a| 


person never knows whether the 
olan, which he selects in his will, 
and the administrators, whom he 
chooses, are the best for him and 
his family. Furthermore, the Liv- 
'ing Trust, in addition to the ad- 
vantages pointed out above, will 
provide for the protection of an 


which at best is uncertain. One of 
the strong advocates in favor of 
'the Living Trust over the Will is 
the internationally-known attor- 
ney, Mayo Shattuck of 


Trust is that the estate is not pro- 
bated and thereby subject to the 
publicity, high costs and delays of 
all probate courts, Some legal au- 





to have a simple will which will 


|that this combination is working 
better than any other known plan 


friends, some of whom may be of| 


the | 
husbands | 
For instance, if a per-| 


estate during a person’s lifetime, | 


Boston. | 
Another advantage of the Living | 


thorities still believe it also wise} 


of an estate plan. 

| Perhaps the majority of trust- 
|men have missed the proverbial 
boat in merchandising their serv- 
ices, particularly the Common 
Trust Fund. Most of us could 


tate plans. There is stili mucn to 
be done on the over-ail psozram, 
but with the continued coopera- 
tion of these three groups ana tne 
appreciation and recogiaituon of 
each other’s important contribu- 
tion to society, their customers 
and clients will stand to gain most 
and the public, in turn, automati- 
cally will realize the urgeut need 
for all three groups. 

Just one word of warning to 
all trustmen. Don’t be airaid to 
advertise your charges—you are 
rendering inexpensive  worth- 
while services and people will 
gladly pay as they do tne doctor, 
the dentist, the attorney—or for 
their life insurance policy. In fact, 
have a fixed schedule of fees— 
similar to a real estate or a se- 
curity broker’s commission — so 
that everyone can see what they 
are and they will know that they 
are being treated the same as 
everyone else. And be honest and 
frank in all of your actions and 
recommendations. Dont ever be 
biased for personal gain — there 
are too many individuals like that 
in the world today. Then trust in- 
stitutions will be besieged with 
business because everyone will 
realize that trustmen really know 
their business! 


Catozella Heads 
O’Sullivan Rubber 


Vincent A. Catozella has been 
elected President and a director 
of O’Sullivan Rubber Corporation, 
Winchester, Va., it was announc- 
ed by R. J. Funkhouser, Chair- 
man of the Board of Directors. At 
the same time Mr. Funkhouser 
announced his resignation § as 
President, and the election as a 
director of A. C. Halvosa, Vice- 








learn much along this line from 
‘other successful merchandizers, 
;}such as banks, insurance com- 
| panies, savings and loan associa- 
tions and, just recently, invest- 
ment trusts. And we should even 
study the methods of any success- 


ful merchant, of whom there are 


many all around us, as he, too, 
|is merely selling commodities like 
|ourselves. One approach worthy 
of consideration is the package 
|idea which is being promoted cur- 
rently by the investment trusts. 
And we have so much more to 
offer! Three important items— 
|Investment Management and Su- 
pervision, Trust Agreement—no 
Probate—and Discretionary Pow- 
ers. The American public seems 
to like the package idea, so why 
try to educate them to something 
the hard way with difficult tech- 
nical and legal terms. 
to have things presented to us in 
a manner which will require the 
least amount of time and thought. 
Trustmen could agree upon cer- 
| tain standard plans—take your in- 


| 
| 


| 


‘surance policies for example — 
|which would fit most situations. 
‘Any changes to fit individual 
needs could be added to the| 
standard form. In order to facili- 
tate people’s. thinking, names | 
could be given to the various| 
plans, such as “Plan for Invest- 
ment,” “Educational Plan,’ “Di- 


versified 
cretionary Plan,” “Family Plan,’ 
“Plan for the Future,” 


few. In each case, the 


tive than any known 


|derstand and appreciate the 


obtain from trust institutions, 


the term, “Trust Services.” 


individual 
and certain 


Some 
| writers 


We all like! 


Investment Plan,” “Dis- 
and “Re- 
tirement Plan’’—only to name a 
“plan” 
would be broader and more effec- 
financial 
plan now in existence. The sooner 
that such an approach is used, the 
sooner that more people will un- 
in- 
valuable services which they may 


Much progress has been made} 
in eliminating the mystery from| 
Not 
only have the Trust Institutions, 
| Life Insurance Companies and Bar 
| Associations been active in a pro- 
igram of educating the _ public. 
Life Under- 
Attorneys 
have done much to help trust in- 
stitutions by explaining to their 
customers and clients the advan-| 


President in charge of sales. 
Mr. Catozella is a director of 
Victor Products Corporation, 
Hagerstown, Md., and has been 
engaged in the ->mmer-ial and 
investment banking field for 
| nineteen years, for the past seven 
| years with Reynolds & Co., mem- 
| bers of New York Stock Ex- 
| change. 





Leo Strauss, Inc. Opens 
(Special to THe FINANCIAL CHRONICLE) 
| CHICAGO, Iil. — Leo Strauss, 
| Inc. has been formed with offices 
| at 100 West Monroe Street to en- 
|gage in the securities business. 
| Officers are Leo Strauss, Presi- 
dent and treasurer; Arthur E. 
Swanson, Vice President; and 
Ruth W. Strauss, secretary. 


Draper, Sears Add 
(Special to THe FINANCIAL CHRONICLE) 
BOSTON, Mass. Everett T. 
Boulter and Jack T. Cline are 
with Draper, Sears & Co., 53 
| State Street, members of the New 
York and Boston Stock Ex- 
| changes. 











| Ames, Emerich Adds 
(Special to Tue FINANCIAL CHRONICLE) 
| CHICAGO, Ill. Leslie L. 
| Cooke, Jr. has joined the staff of 
| Ames, Emerich & Co. Inc., 105 
| South La Salle Street, members of 
the Chicago Stock Exchange. 





| With Hancock, Blackstock 


{Special to Tue FINANCIAL CHRONICLE) 


| ATLANTA, Ga. Harris M. 
|Bash, Jr. has become associated 
| with Hancock, Blackstock & Co., 
Candler Building. 





| Boardman, Freeman Adds 


(Special to THE FINANCIAL CHRONICLE) 


| BOSTON, Mass. — Charles H, 
| Sullivan and Fayette O. White, 
|Jr. have been added to the staff 
‘of Boardman, Freeman & Co.,, 
| Incorporated, 75 Federal Street. 


 ——— 


With Security & Bond Co, 


| (Special to THe FPinanctaL CHRONICLE) 


| LEXINGTON, Ky.—W. Roger 





tages of using a corporate execu- | Springate, Jr. is now with Secur- 
tor and trustee with its broad and|ity & Bond Company, Mill and 
land we are sure that its success! capable organization, plus a hu-! Short Streets. 
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Role of Government in Housing 


(Continued from page 13) 1 


the greatest opportunity for 
solving, progressively, more of 
the housing problem by a wise 
coordination and combination of 
the resources of government and 
of private capital and industry. 
That is what the legislation now 
on the books, new and old, really 
contemplates. That is the view 
this Administration holds of it. 
That is the way we in the Hous- 
ing and Home Finance Agency 
seek to apply it. 

It will not succeed just because 
we in Federal government have 
such a view. It can succeed to its 
fullest to the extent that private 
industry and local governments 
adopt and act upon such a view. | 

Getting down to specific provi- 
sions—the law clearly requires 
that the major effort of govern- 


ment shall be to assist and en- | 
courage private enterprise to} 
serve progressively more of | 
the housing need. You all} 


know that it is hard to assist and | 
encourage anyone very much to | 
reach an objective he has not| 
adopted as his own. And it is) 
hard to develop speed in a group 
in which a considerable percent- 
age drag their feet. 


Housing Situation Today 

So leit’s take a look at the situa- 
tion as it stands today. We have 
had a large production of housing 
for the past two or three years. 
We have made zood progress in 
developing production in mate- 
rials and increasing the supply of 
skilled labor. We have man- 
aged to keep available, gen- 
erally, an adequate supply of 
mortgage finance —although 
not everywhere, and not on 
wniformly good terms. We have 
been handicapped in some of our 
governmental operations, espe- 
cially in the Federal Housing Ad- 
ministration, by budgetary limita- 
tions which have caused delays 
in processing and some delay in 
construction starts. Nevertheless, 
it appears we will have a total of 
private construction starts this 
year in excess of some of the esti- 
mates by more pessimistic 
prophets early in the year. More 
significant is the fact that we are 
tending to build more in the 
modest price kracket, both for 
sale and for rent. Unhappily the 
downward price progress is 
slower and more spotty in the 
rertal field. 

We are beginning this year, I 
think, to get a better realization 
in some parts of the industry of 
what is the real task and how 
vital it is that we move more 
rapidly to its accomplishment. 
Two years ago, and again last 
year, when I said publicly that 
housing costs could and would 
come down, there were loud pro- 
tests from many builders. The 
Same builders are offering their 
houses at lower prices today. 

But many of the same builders 
mow greet the same statement | 
with the same cry of “impossible.” | 





And we reply — “It is not only | 
possible — it is imperative.” | 
Speaking relatively, with a meas- | 
uring stick cf the average income | 
of American families, in my con-| 
sidered opinion housing costs will 
come down—not abruptly, nor in 
big strides, but steadily 
solidly. 

It will come about, as so much 
progress has already been brought | 
about in housing, through re-| 
search, greater knowledge, better 
ganization and methods. High | 
costs during the past two years| 
were somewhst the result of | 
shortages. They were also some- | 
what due to unnecessarily high | 
charges, contingent items con-| 
tinued too long; to much de- 
manded by too many for too little 





and | 





ret and by a general un-| wisdom of th 
rea 


idiness in the industry to rec- 
ognize the size, permanence and 
character of the ‘housing market. 
Much of the possibilities of 


stable 
certain attainable 
can be established will avail little 
unless 
skills, 
others are prepared to accept a 


auction, 


| stance. It 


housing cost reduction will be 
realized through the increasing 
knowledge that can result from a 


'research program. For the first 


time there is Congressiona! recog- 


' nition of the need for conducting 


broad housing research, and of 
the fact that there is no present 
entity in the industry with an in- 
terest and authority broad enough 
to undertake it. Hence, it is lodged 
in the government’s housing 
agency. But this too was enacted 
on the basis of full cooperative 
utilization of the resources of 
private industry as well as of 
government to attain the results 
sought. 

Nevertheless, full and progres- 
sively growing knowledge of 


| housing needs, new materials and 


techniques, design, economies, | 
and all the other factors involved, 
even when made available Zen- 
eraily, will not accomplish the 
desired result—unless there is a 
readiness and determination to 
make use of it. 

Knowledge, for instance, of 
costly unnecessary restrictive 
practices, wherever they may 
exist, will not remove them, un- 
less tnose who apply them or 


countenence them are prepared to 


act in the interest of the public 


good. 


that a 
market for 


Knowledge long-time 
housing in a 


price bracket 


an array 
contractors, 


of suppliers, 
brokers and 


littie less per unit for their pro- 
to achieve the savings 
that will make the market effec- 
tive. This need not mean less 
total profit or lowered wage 
rates. 

Take, for instance, the public 
housing program. It has been set 
up in law in such fashion that it 
not only should not compete with 
private housing—but should ac- 
tually provide an incentive for 
private production. Public housing | 
will in effect be a revolving fund | 
of housing facilities to take care | 
of a changing group of families | 
who cannot be decently sheltered | 
ctherwise. From public housing 
as their incomes improve, should 
come a constant flow of families 
who have been helped by it to be- | 
come potential customers tor | 
privately produced housing. 

We anticipate that at least 50,- 
000 units of public housing will | 
have been put under construction | 
during this fiscal year and that. 
the full momentum contemplated 
in the law will have been reached | 
in the following year. With the 
discretionary power in the Presi- | 
dent to accelerate or decelerate, in | 
keeping with the economic situa- 
tion, public housing activity can 
be a definite factor in the stabiliz- 
ing of housing production so nec- 
essary to the stabilizing of hous- 
ing costs. 


| 


Slum Clearance 

Take slum clearance, for in-| 
is designed to make 
possible the exercise of private 
enterprise in housing in blighted 
or slum areas where land costs 
presently bar the private builder. 
But not only will it make these 
areas available for that purpose, it 
will remove from the scene in 
many cities one of the most 
damning and damaging factors 
that presently competes with 
decent products of private enter- 
prise. 

The scope of possible urban re- 
development in America is so 
great that the program set forth 
in the law is of more significance 
than its own billion-dollar size. 
It is new. It can point the way 
to future progress, or it can delay 
and hamper future progress in 
our cities, depending upon the 
e beginnings. We 
know there is impatience to start 
and there will be criticism of de- 
lay. We do not intend to let such 
impatience or such criticism 


stampede us. It is of paramount 
importance to the future of Amer- 
ican cities that we be sure these | 
foundations of this new endeavor 
are tirmly and_ securely laid, 
without fundamenial defects. 
From time to time, I hear it) 
said that these public activities 
will raise the cost of producing | 
housing. I see no good reason 
why that should be so—even tem-, 
porarily. In fact, such claims, | 
considered on the over-all basis, 
appear to me to indicate a lack! 
of confidence in the ability Of the 
industry to integrate itself for big 
production. In other industries, 
large proauction is always re- 
garded as a means of lowering 
unit costs. Today, when we are 
accepting a million-houses-a-year 
as readily achievable, and when 
production of some materials is 
declining even with our present 
high volume of starts—I fail to see 
why the public housing program 
should increase costs—if a real 
disposition exists in the industry 
to keep them down. In the long 


run, stabilized high production 
should have that result. The 
violent fluctuations of housing 


production of the past have co.- 
tributed to high costs by encour- 
aging restrictive practices, by 
discouraging steady high produc- 
tion of building materials, and 
ample skilled labor supply, and by | 
contributing to the growth of high 
marketing costs. 

Broadly, I have outlined some 
of the major phases of the role 
of government in housing. There | 
is a vast amount of detail I have 


not touched upon. But let me 
speak further on the current 
situation. 


| for ik. 


Volume of Construction 
Encouraging 


The continued high volume of 
construction starts is encouraging. | 
So is the gradually changing) 
character of the starts. More and 
more houses are being launched | 
in lower price brackets. A year | 
ago many said that was impos-| 
sible. ‘True, these houses are 
small and there is a preponder- 
ance of two-bedroom units. We) 
believe more low-priced homes | 
for larger families are needed. | 
That is why we have recom-| 
mended to Congress amendments | 
to the insured mortgage system 
to give special encouragement to 
build them. The Administration 
has recommended other provisions 
affecting improvements in the) 
insured mortgage provisions of) 
FHA and in the secondary mar- 
ket of FNMA. Let me point out 
that throughout these recommen- | 
dations we have adhered to our) 
long-time philosophy that the| 
most liberal financing terms} 
should be used as an incentive in| 





the lower-priced fields. We do| 
not believe we can attain the | 
necessary reduction of housing | 


costs by using easy finance pri-| 
marily to support high costs. 

We have also recommended | 
provisions of a broader and more! 
liberal sort of insured mortgages | 
for cooperative housing projects. | 
We believe there is a large and 
very useful field for the cooper- 
ative idea in housing. We com- 
mend it to the attention of lend- 
ing institutions. We intend to} 
give it the wholehearted active 
support of tne agency. In my 
opinion, here is an opportunitv |} 
for lending institutions to show | 


the way for others in private 
business. With proper organiza- 
tional advice, with technical 


assistance and management guid- 
ance, during the period of de- 
velopment of this field, there 
seems to me plenty of reasons 
why it should become a successful | 
form of housing enterprise. 





Insured Mortgage 


Looking back over 15 years, I! 
recall that lending institutions) 
have been slow to accept each | 
new development of the insured 
mortgage. First, Title II was verv | 
slowly adopted, then Section 603: 





| greater 


and then Section 608. Each re-| 


quired an intensive selling cam-| 
| paign, but each became firmly vo 


bedded in your mortgage lending 
practice. With the passage—as we 
expect—of the new Section 213) 
for cooperatives, you lenders will | 
have an opportunity to take the)! 
lead, instead of marking time. 1 
strongly suggest the former 
course, aS good business for you, | 
and good service to the public. | 

Among special fields of eariy | 
activity the military housing pro- | 
gram should have your attention. | 
As you know, it is a newly en- 
acted adaptation of Title VI to) 
the special needs of military posts. | 


The Defense Establishment and/| 
the FHA will work closely to- 
gether in it. Already the first 


commitment has been issued cov- 
ering a thousand units. This type} 
of mortgage should provide defi- 
nite lending possibilities for many | 
of you. 

I have mertioned the servicing | 
problem of the FHA, due to the 
great growth of business to be 
handied within an inflexible bud- 
get. Undoubtedly this has re- 
sulted in delay of some projects 
because of backlogs of processing 
work. We have recommended, 
and the House has passed, a pro- 
vision that will give greater flex- | 
ibility to the FHA in this matter. 
We are hopeful that it will soon 
be enacted. 

I have mentioned slum clear- 
ance operations as an important 
part of the government’s role in! 
housing. We are waiting on ap-| 
propriations for that and other | 
phases of the new activity, such! 
as broadened research. Slum 
clearance and community rede- 
velopment is a totally new pro-| 
gram. We have to pioneer in it.| 
We are presentiy without staff 
But we exvect to build 
solidly because it is a program of | 
utmost importance to the cities of 
America. It is our hope that with- | 
in this fiscal year we will be} 
examining planning or temporary | 
loan applications from at least a 
hundred cities and will have pro- 
gressed beyond the preliminary 
stages with some _ considerable 
number of them. To you who 
lend private capital that, too, is 
air) extremely important matter 
—not just as an outlet for money, 
but as an avenue for good con- 
structive civic inierest and effort. 
If for no less selfish reason, it is 
a chance to take an active part 
in improving the cities in which 
you live, in removing some of 
their blots and eyesores and so 
providing a more solid back- 
ground of security for the mort- 
gages vou have and will make on 
homes elsewhere in those same 
cities. 


Key Position of Mortgage Lenders 


You and other types of lenders 
wiil occuny a key situation in the 
housing fabric of the next few 
years. It is highly important that 
you exeercise your influence in 
the direction of progressively 
effectiveness of private 
enterprise. It is not enough that 
you make money available. You 
should have a definite concern 
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with the rightness of price, tne 


fered. the fairness 
cherges, tine 
ranted fees 


absence of unwar- 
put on because the 
traffic may temporarily bear 
them. You should be especially 
encouraging the builder and de- 
veloper who are seeking to give 
mest for the money—because 
more for the money 
key to expanding fields of oper- 


public aids. 


tion of the cost of housing pro- 
duction by all concerned—I do 
not exclude the mortgage banker, 
and the whole array of brokers. 
agents and others who work in 
the financing field. Some reports 
that reach us of fees and bonuses 
charged, esrecially in connection 
with non-FHA mortgages, are 
disturbing. Fortunatelv they are 
not general. But if the cost of 


is the final preferred and class A stocks. 
ation for »rivate enterprise and | Of the ee coe 
> j > < : 

lessening need and demand for tan will be offered in exchange 


And when I urge re-examina-, for the preferreds and A. The 


housing to the home-seeker is to 
be brought down, it will be by 
the multiplication of many small 
savings—not by some single mir- 
acle of discovery so far as we can 
discern. Interest rates, financing 
charges and charges incidental to 
transfer are necessary but they 
sheuld never be higher than 
sound business operation requires. 
Let me suinmarize these re- 
marks, thus. Tne prospect for 
success in our housing endeavors 
appears to me encouraging. It 
will be a progressive success. It 
will depend upon close coopera- 
tion amcng the many factors in- 
volved — mainly labor, finance, 
management and government. 
The role of the Federal Gov- 
ernment has already been clearly 
stated by Congress. It will be to 
ercourage and assist private en- 
terprise by all proper means; to 
supplement it with public hous- 
ing and other aids where they are 
necessary, but not to supplant it. 
It will be to recognize housing as 
a local community responsibility 
and to extend its direct financial 
aids through the communities. 
The situation will not be static. 
Legislative measures will change. 
But the background philosophy 
and general approach are ciearly 





set forth. To me they are in- 
tensely practical and _ intensely 
American. 


The Housing and Home Finance 
Agency, including its constituent 
agencies, has before it the great- 
est housing job in the nation’s 
history. It plans to carry it out 
as efficiently, effectively and rap- 
idly as is soundly possible. In 
doing so, it will earnestly seek to 
cooperate with, assist and en- 
courage the whole range of pri- 
vate enterprise in this field. 


Lehman-Goldman 
Group Underwrites 
West Penn Common 


The West Penn Electric Co.’s 
offering of 856,895 additional 
shares of common stock for sub- 
scription and exchange has be- 
come effective through clearance 
by the Securities and Exchange 
Commission. Lehman Brothers 
and Goldman, Sachs & Co. jointly 
head a nationwide group of 164 
underwriters which is underwrit- 
ing the offering and which will 
purchase any unsubscribed or un- 
exchanged shares. 

Of the 856,895 shares, 468,621 
are being offered to common 
stockholders at a price of $23.62'2 
per share on the basis of one addi- 
tional share for each five held of 
record at the close of business 
The subscription 
offer will expire at 3 p.m., EST, 
on Oct. 7, 1949. 

Common stockholders also will 
have an additional subscription 
privilege to subscribe at the same 
price for any of the 468,621 shares 
not taken under the regular sub- 
scription offer. If necessary, 
allotments on additional subscrip- 
tions will be made proportionately 
to the number of rights which the 





Pi © | subscriber has exercised. 
adequacy of accommodations of-| 


of financing | 


The remaining 388,274 shares 
are being offered in exchange for 
present 6% cumulative preferred, 
7% cumulative preferred and 
class A stocks of the company. 
This offer is on a “first come- 
first served” basis because the 
388,274 common shares are in- 
suffi¢ient for the exchange of all 
Any 
stockholders 


by common 


company intends to redeem all 
| shares of the preferred stocks not 


acquired under the exchange 
offer. 

The bases cf exchange are 
4.5436 shares of common for each 
share of 5% preferred; 4.7538 
shares of common for each share 
of 7% preferred, and 4.7179 shares 
of common for each share of class 
A stock. 
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i Cross-Winds and Currents in Business Cutlook 


(Continued from page 6) 


Perhaps inflation was worse in 


As our population continues to) 


grow, its requirements of the 


| storing 


lower price level and toward re- 
the dollar’s purchasing 


the days when the dollar was not! g00ds and services that constitute | power. 


worth a continental; but last year | the American standard of living} 


it took more than $2.50 to buy | 
the same bundle of raw materials | 
that cost only $1 before the war. | 
About 40 cents had been clipped | 
by the pincers of inflation from 
the purchasing power of every 
consumer’s dollar. 

We recognized this as our most 
perilous short-term problem, and | 
we also seemed agreed on its ori- | 
gin. We had emerged from a war 
which cost the world well over | 
a trillion dollars solely for direct | 
military costs. The United States | 
alone expended one-third of a 
trillion dollars for its direct war | 
effort. The human and physical 
wastes of World War II, its vast | 
global destruction, the worldwide | 
resort to deficit financing of un-| 
paralleled proportions and the ac- | 
companying outpourings of cur- 
rency and credit became our post- | 
war heritage. 

Strangely, much of the economic 
loss inflicted by World War II) 
appeared as an asset to the indi-| 
viduals affected, through their 
holdings of war bonds and related 
claims upon future production. 
This tremendous expansion of cur- 
rency and credit has not been 
neutralized through any like in- 
crease in world production—the 
only known offset to inflation 
other than direct repudiation or 
debasement of the currency. The 
money bomb still retains most of 
its explosive power although it 
may be buried or obscured by the 
downward price readjustment of | 
recent months. 


Extent of Recovery from Inflation 
Now. how far have we come in 
our fight against inflation? 


'erations the 


| “do 


|of that decade. 
| year of depression, 


grow with it. We have added the 
equivalent of two cities the size 
of New York to our numbers in 
the past decade. Our population, 
which means our domestic mar- 
ket, has just about doubled in size 
since 1900, and further growth is 


'expected well into the end of this 


century. 


More people, more consumers, | 
call for an expansion of produc- | 


tive plant and output if we are 
to continue to maintain our pres- 


'ent standards of living. We must 
|expand our physical 


plant even 
more if we are to give future gen- 
tools to raise their 
planes of living at the rate we 
have achieved in the past. 

This emphasis upon some 
thought for tomorrow’s problems 
in consideration of today’s ills is 
closely related to the charge of 
nothingism” that has been 
voiced so often since the recession 
began. Certainly few could accuse 
this nation of lack of programs, 


|during the Thirties, all designed 


to meet the specific emergencies 
With each added 
new devices 
and schemes were introduced by 
government — often with indus- 
try’s acquiescence—all designed to 
restore our economic health. In 
contrast to what has been labeled 
the “do nothing” policy of the 


| present, we were engaged through- 
}out the Thirties, which might be 
|characterized as the first decade | 


|of the alphabetical era, in a “do 
'everything” program, particularly 


To) 


what extent have the recent price | 


adjustments contributed toward a 
sounder price level which in turn 
could provide a firm foundation 
for recovery and subsequent ex- 
pansion? I mentioned earlier that 
about 40 cents of the consumer's 
dollar had been lost through in- 
flation. As of September, 1949, 
only about 3 cents had been re- 
stored. The doilar this month is 
worth roughly 63 cents in terms 
of its prewar purchasing power. 
As for the dollar spent for raw 


materials, that still commands 
less than half of what it did 
before the war, and the same 


is true for the construction dollar. 
There is an even greater discount 
on the dollar spent for factory 
labor. 

So after the recent readjust- 
ment our entire price structure 
remains suspended in the strato- 


| 
| 
| 
| 
| 
} 
| 
| 
} 


sphere. This does not necessarily | 
mean. I believe, that we have to} 
experience drastic, shattering de- | 


flation before a new 


“normal” | 


price level is struck, Costs are | 


the reverse side of the price coin. 
High unit-labor 
panded costs of government and 


costs and ex-| 
'throughout the inflation has left) 


social overhead are part and par- | 


cel of today’s, and I suspect to- 
morrow’s price structure. But 


many authorities believe that the | 
point at which prices have come | 


to rest, momentarily, still lies well 
above their eventual level. 
So there is little cause for ela- 


} 
| 
| 
| 
| 
' 


tion over our progress to date in| 


correcting the inflation of World 
War II. We have restored only a 


few cents to a dollar which has | 


lost about half its purchasing 
power through the bite of infla- 
tion. It is to this long-term prob- 
lem our plans and programs for 
recovery must be _ increasingly 
oriented. 

How shall we deal with these 
impelling problems — with our 
present recession, with the abid- 
ing problem of inflation? First of 
all, we must be certain that we 
find true solutions and avoid tem- 
porary rationalizations. We must 


be sure that our present actions | 


are not at the expense of future 
expansion and our sust@ined long- 
term growth. 


lin a standard of living that is un-| 


by government. 
The “Do Everything” Program 
And yet at the end of that dec- 


ade the conclusion was inescap- 
able that the “do everything” 
program had failed. We entered 


the Forties with a heritage of 
nearly 9 million unemployed. As 
for our long-term goal of steadily 
rising living standards, the dec- 


ade of the Thirties was the first 
in our nation’s history in which 
the physical output of goods and 
services failed to rise. Even more 
significant, it was the first decade 
in which the physical plant which 
produces these goods and services 
was in poorer condition at the end 
than at the beginning. 

So we have reason to be critical 
of the “do everyt!:ing” philosophy 
as we search for a solution to our 
economic problems. And there are 
other pitfalls that must be avoided. 

First, we must side-step the 
money illusion. We need an in- 
creasing recognition that a greater 
flow of dollars to _ individuals, 


whether in the form of wages or | 
dividends or profits, does not in| 


itself indicate sound national eco- 
nomic health or progress. Experi- 
ence with swollen dollar incomes 


many sectors of our population 
suffering from what we may term 
the “mohey illusion.” 

The record shows that our na- 
tional output of goods and serv- 
ices arises slowly—perhaps at no 
more than 3% annually. And yet 
it is the cumulative growth at this 
plodding pace which has resulted 


paralleled throughout the world. 
In response to various group pres- 


sures we can print or distribute | 


our money faster, but when this 
is done, dilution or deterioration 
of our currency must inevitably 
follow. 
tomed, for example, to wage in- 
creases of 10, 12 or 20 cents an 
hour. 





less are inclined to be dismissed 
both by employers as well as em- 
ployees—and even arbitrators or 
fact finders—as matters of minor 
moment. Modest as a five cent 
increase appears to be, it would 


‘siphon off the entire contribution | 


‘such gains in productivity might 
|'otherwise have made toward a 


| tary illusion. 


We have become accus- | 


Increases of five cents or | 


There is another form of mone- 
It is that income 
originating or distributed by gov- 
ernment can sustain or improve 


| our economic health. Government 
| may facilitate the process of pro- 
;duction or distribution, but few 


would argue that government it- 
self contributes substantially to 
the net output of goods and serv- 
ices. It is this net output which 
determines our living standards. 
As the levy of government upon 
national output increases, the re- 
mainder of our social pie avail- 
able for distribution is more likely 
to be diminished than increased. 

The money illusion also dis- 
| guises the rising costs of social 
| overhead. We include govern- 
;ment payrolls and related expen- 
ditures in our estimates of na- 
tional income. We then contrast 
government spending with na- 
tional income, and find support 
or solace for a high rate of gov- 
ernment spending in the accom- 
panying increase in national in- 
come. But the absolute size of 
government spending remains 
alarming in terms of its future 
impact. Much of government ex- 
penditure is fixed in character, 
fixed at a rate of expenditure 
which can be borne only in a pe- 
riod of high-level economic activ- 
|ity and extremely high prices, A 
declining price level would mean 
a sharp rise in the proportion of 
taxes to national income, well be- 
yond the prevailing ratio of 25% 
that is today generally recognized 











vilification and malignment of | 
motives for understanding — in 
the rancor and prejudice that pre- 
clude peaceful settlement of our 
disputes. Most of us are deeply 
concerned about it. And coupled 
with this concern is the knowledge 
cf the burden of the costly com- 
mitments our government 
made in its progress toward the 
Welfare State. We know that 


to pay taxes, if not in the govern- 
ment’s appetite to borrow, We 
Know that there is a limit to our 
will and ability to produce wealih, 
when that wealth is constantly 
drained away to meet the ac- 
cumulated obligations of govern- 
ment. Our productive ability 
stems from freedom of competi- 
tion and the right to enjoy freely 
the products of our enterprise. 
Government has steadily narrowed 
the individual’s right to enjoy the 
fruits of his enterprise. And we 
are rightly jealous of this will 
and ability to produce. It is the 
secret of our free enterprise sys- 
tem, of our high standard of liv- 
ing. It is the basis of our freedom. 
I share these grave concerns. As 
a business lawver and executive, 
I have long pondered the causes 
for these fundamentai weaknesses 
in our social structure. I have 
sensed that we are leaving some- 
thing out—that there mey be a 
blind spot in our understanding 
of the forces that motivate man— 
that condition his relationships 
with other men. ‘ 


It was in the 19th century that 
Darwin’s theories of man’s origin 
and evolution were developed and 





as the “point of no return” for 
democratic nations. 

Next to the money illusion, I 
place the productivity illusion. 
From all sectors, government, 
management and_ labor 
greater productivity is cited as the 
source for greater real income and 


better goods and services for more | 
people. More productivity is whai 
the doctor orders, not only for | 
Uncle Sam, but also for our! 
neighbors abroad. Better tools, 


improved plant layout, more effi- | 


cient flow of materials, these and 
related physical and mechanical 
facilities, it is said, will enable us 
to absorb our expanded social 
overhead, shorten the work week, 
raise wages and simultaneously 
contribute to lower prices. 

We have had the greatest ex- 
pansion of physical plant in our 
history in the decade just ending. 
First, the government created its 
brand new industrial empire dur- 
ing the war. Then private indus- 
try,.primarily through the use of 
retained earnings and war-ac- 
cumulated reserves, spent even 
greater sums for the same pur- 
pose. Yet our increase in produc- 
tivity for this decade was the 
worst we have ever known. Why? 
Have we failed to gain the active 
and positive cooperation of the 
human element in the productiv- 
ity equation? Productivity results 
from a combination of materials, 
tool power and men. Human input 
grudgingly given can offset the 
entire expansion of all of the 
| other physical elements in the 
| process of production. If the field 
of human relations in industry 
including incentives, the cultiva- 
tion of cooperation, the stimula- 
| tion of worker morale, continues 
to lie fallow or insufficiently cul- 
| tivated, all the billions we pour 
|into tool power may become vir- 
tually neutralized. 


Undercurrent of Strife and 
Discord 


But perhaps one of our most im- 
pelling problems is not a strictly 
economic one. Perhaps a solution 
lies in another area. For beneath 
our economic structure there runs 
an ominous undercurrent of strife 
and discord. Most of us have felt 
it. We see its expression all 
around us — in the tendency of 
some of our political, labor, busi- 


alike, | 


widely discussed. That same 
period was one of tremendous in- 
dustrial growth — a growth that 


| brought with it a compiex new 
society. The convulsive develop- 
| ment of the time led to an em- 
| phasis on the dramatic side of 
man’s struggle to exist and to sur- 
vive. But there is an important 
complement to this struggle. De- 
velopment and growth require 
progressive adaptation and col- 


relationships. Perhaps we have 
| aspect of social development. 
The story of mankind is the 
story of man’s long and_ hard 
struggle for liberty. Men have al- 
ways fought desperately for free- 
dom. But there is another side to 
man’s nature, He wants to be free, 
but at the same time he craves 
the comfort of secure and satisfy- 
ing social relationships. He will 
not be content in a society that 
| denies him this satisfaction. 
What did our enormous indus- 
trial development do for society? 
It greatly enhanced living stand- 
ards. But did the rapidity and 
immensity of that growth outstrip 
our capacity to organize for satis- 
factory social relationships? Many 
social scientists believe that the 
abrupt changes from stable ties 
with communities, the ancestral 
homes, and religious institutions 
are the causes of much of human 
confusion. We all sense the fear 
and loneliness in men’s hearts. 
And when men feel this lack of 
belonging to a stable social or- 
ganism, they turn in desperation 
to the false promises of dema- 
gogues — they more readily come 
to believe in economic magic. 
Why is the record of man's 
magnificent struggle for status 
and dignity marred by ignorance 
and confusion? Have we missed 
something in leadership? Have we 
indeed overlooked the secrets of 
true leadership? Wars have taught 
us the techniques of temporary 
and superficial leadership based 
on force. Can we subsitute for that 
concept one based on cooperation, 
understanding, sincerity, knowl- 
edge and mutual respect? These 
are the things that wil restore 
men’s confidence, that will avail 
against half-truths and isms. 
And these are the human prob- 
lems that cry out for clarification, 
| the areas that may hold the keys 








there is a limit to our capacity ; 


ness and civic leaders to subsitute|to enduring 


| ports 
has | 





ee 


solutions of our 
social and economic problems. The 
failure so far to solve them may 
be largely due to our incapacity 
to define them in the first in-— 
stance with sufficient precision. 


Twenty years ago, the Hoover 
Commission in its monumental re- 
on economic and social 
change, described these problems 
as they began to appear in the 
first-quarter of the century. The 
century’s second-quarter has 
brought even more astouncing de- 
velopments. How much more im- 
portant that we should study 
them now. What better service 
could business and our great 
foundations render than to con- 
tinue these studies. Enlightenment 
in this field — the facts ef man’s 
needs, of his necessary social re- 
iationships, of the appropriate and 
balanced functions of government, 
and the balanced relationship of 
all of these — these are the tools 
we need to cope with the uncer— 
tainties of the second-half of this 
stormy century. 

Whether or not such a coopera- 
tive study is made possible, - the 
staff of The Conference Board, 
with the guidance and help of our 
Members and Trustees, will con— 
tinue to train the spotlight of fact 
on the twilight zones of half- 
truth, on the dark zones of ig- 
norance. We will do our best ta 
present simply, clearly, and with— 
out bias to business, labor, and 
government the important and 
sometimes brutal facts of our 
economic and social structure and 
their fundamental interrelation- 
ships. 

God grant us the wisdom and 
strength to make this task worth 
while and effective in the in- 
terests of mankind and for the 
betterment of society. 

lll 


S. B. Gantor & Co. 





laboration as well. This is true in | j , 
nature, It is equally true in social | #9 issue of common shares (par 


Offers Southern 
Oil Common 


S. B. Cantor & Co. is offering 


|value 1¢) of the Southern Oil 


underemphasized the cooperative | COrP. at $1 per share. The stock 


| is being oifered as a speculation. 
The total number of shares in- 
volved in the company’s finane= 
ing is 1,500,000 shares, of which 
28,850 shares were sold by the 
predecessor underwriter, Petro~ 
leum Equities Corp. The South- 
ern Oil Corp. is engaged in the 


business of purchasing and °ac- 
quiring producing and non-pro- 





ducting interests in oil and gas 
properties, oil and gas leases, the 
producing of oil and gas, and is 
also engaged in the drilling of 
wells for itself and others, as con< 
tractor. 


Paine, Webber Adds 


(Special to THe FINANCIAL CHRONICLE) 


BOSTON, MASS. — William L. 
Grace has been added to the staff 
of Paine, Webber, Jackson & Cur- 
tis, 24 Federal Street, nembers of 
the New York Stock Exchange. 


H. L. Emerson A 


(Svecial to Tse Financia, Curonicie) 


CLEVELAND, OHIO—Helen C, 
Smith is with H. L. Emerson & 
Co., Inc., Union Commerce Build- 
ing, members of the Cleveland 
Stock Exchange. 


With Robert Bowers Co. 


(Special to THe FrnancraL CHRONICLE) 

DENVER, COLO. — Joseph W. 
Hicks has become connected with 
Robert D. Bowers & Company, 
Cooper Building. 


Sloan & Wilcox Adds 


‘Special to Tae FinaNncraL CHRONICLE) 

PORTLAND, OREG. — Oscar 
Shaw is with Sloan & Wilcox, 
Cascade Building. 
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Tomorrow's |) warantea—when Stocks are Pension and Welfare Fumds sit rics ‘ssid: i oe 


Markets 
Walter Whyte 
Says — 

_—— By WALTER WHYTE 


Last week’s setback not 
enough to put stocks in buy- 
ing zone. Hold lines until 
stocks go lower. 














—_———_—_, 











There were a couple of days 
last week when it looked as if 
the market would get down to 
the 175 figure a lot quicker 
than I thought, and the stocks 
suggested for purchase would 
becorie available before the 
next column was written. As 
it turned out, there were a 
couple of weak days, but the 
market held above the 177 
figure so nothing much hap- 
pened. 


of . 
% ok 


Devaluation is now grad- 
ually being relegated to the 
back seats though I believe its 
importance to the stock mar- 
ket cannot be overestimated. 
I am morally certain, for ex- 


ample, that we agreed to sup-| 


port the new value of the 
pound, if for no other reason 
than that the British wouldn't 
devaluate without some con- 
crete promises from us. We 
will gradually learn more) 
about this and other matters 
as time goes on. 

k 


In the meantime the strike 
picture seems to dominate the 
economic and market picture. 
I don’t know if there will be 
a steel or automobile strike. 
I’m going along, however, on 
the assumption that it will 
happen. In fact I prefer to 
look on the gloomy side of the 
news more often than the 
bright side. If the bad things 
don’t happen, so much the 
better. If they do, they don’t 
come as a surprise. A trader 
should be prepared for the 
unexpected at all times. Agil- 
ity in trading depends on it. 
Not only is preparedness 
necessary, but with it an abil- 


ity to move. 
ok 


* ok 


% 


% 


down and everybody thinks 
they’re going lower. 
%* % 


% 


To be long up to your neck 
when stocks are strong and 
optimism is running high is 
asking for losses. It doesn’t 


‘|take any sagacity or foresight 


to go overboard when the 
market is strong. Everybody’s | 
bullish, so the new buyer has | 
plenty of company. 

% 7 ; 


*k 
7 


| 
| When things are doubtful 
‘and gloom is spreading, the | 
longs of yesterday are usually | 
‘in a hot seat debating what) 
‘to do. When the doubts are 
| removed and gloom is all per- | 
'vading, these longs get out. It | 
‘is then that I consider stocks 
‘a buy. One of the reasons is 
that it goes against the gen- 
eral belief and trend. 
* * 

When I suggested buying 
stocks last week I obviously 
expected a break in the aver- 
ages. The minor setback of 
last week was not enough. I 
think you’ll get more of the 
same. In the meantime you 
were able to get Denver Rio} 
Grande 22-23. Now that you 
have it, stop it at 21. The rest 
of the buying is to be post- 
poned until stocks get within 
the prices mentioned here last | 
week. 


More next Thursday. 


—Walter Whyte. | 


[The views expressed in this | 
article do not necessarily at any | 
time coincide with those of the 
Chronicle. They are presented as | 
those of the author only.] 


Tellier & Co. Offers 
Lexa Gil Common 


Tellier & Co. is offering, as a| 
speculation, 1,200,000 shares of | 











a share. 

Proceeds from the sale of* these 
shares will be used for organiza- 
tional expense, for the drilling 
and equipping of one well, if pro- | 
ductive, and the balance will be 
added to working capital, and 
used particularly to acquire oil | 
leases, properties and_ interests 
and the drilling of cther wells. 


Lexa Oii Corp. was organized | 


May 27, 1949, for the purpose of | 





To have that ability you 
have to have the least amount | 
of restrictions tieing you down. | 
Being solidly committed is a/ 
major handicap. There’s only | 





Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co. 








exploring for oil and the devel- 
opment of likely oil prosvects and 
more particularly to drill a well | 
on a certain tract. The corporation 
owns 19 different leases or oper- 
ating agreements covering some 
7,400 acres, more or less, which 
were acquired for and in consid- 
eration of the issuance of 1,200,000 
shares of the company’s common 
stock. 





Joins duPont, Homsey 

(Special to ‘ue FrnaNcraL CHRONICLE) 

BOSTON, MASS. — Frank L. 
Young II is now associated with 
duPont, Homsey & Co., 31 Milk 
Street, members of the New York 
Stock Exchange. Mr. Young was| 





Members 
New York Stock Erchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
OOrtianat 17-4150 Teletype NY 1-928 


Private Wires to Principal Offices 
San Francis-o—Santa Barbara 
Monterey—Oakland—Sacramento 
Fresr »>—Santa Rosa 














previously with R. W. Pressprich | 
| & Co. and Graham, Parsons & Co. | 


TE 


Kidder, Peabody Adds 


(Epecial to THe Frnancrat CHRONICLE) 


| = 

| BOSTON, MASS.—Sherrill Kent 
| as become associated with Kid- 
| r, Peabody & Co., 115 Devon- 
j 


shire Street. 





| can 
with 


lat low 


(Continued from page 9) 


ing for reductions in wage rates. 
Such arrangements might be eas- 
ier to “sell” to rank and file than 
flat wace reductions. Finally, even 
if the rank and file did become 
aroused, their rights in the ex st- 
ing welfare program would exert 
strong pressure to keep them from 


'“kicking over the traces.” 


Sixth, the administration of 
pension and welfare funds pro- 
vides union leaders with a source 


'of appointive, and perhaps well- 


paying, jobs. These funds are im- 
portant to labor leaders from the 
standpoint of the patronage which 
it enables them to dispense. A 
striking example is provided by 
the controversy during the spring 


of 1948 over the welfare program | 


of the United Mine Workers in 
the bituminous coal industry. One 
of the objectives of John L. Lewis. 
which appears to have been more 
or less overlooked for more dra- 
matic aspects of the strike and its 
settlement, was the seizure of ad- 
ministrative control of the fund. 

Seventh, social insurance funds 
can be a powerful weapon for 
‘nternal union discipline. A casual 
perusal of the union rules gov- 
Yning such funds will disclose 
that almost invariably a basic re- 
quirement of worker eligibility 
for benefits is “good standing” in 
the union. It happens that the 
union-—which usually means the 
administration—can determ'ne tc 


| who is not in “good standing.” 


Some of the above may seem 
academic, since the Taft-Hartley 


| Act requires equal employer-un- 


ion representation in the admin- 


Employer representation does not | 


mean employer control. 
be employer representation 
the fund effectively ana 
completely under union control 
The welfare fund of the United 
Mine Workers serves as an €x- 
ample. 
An Analogy 

political implications 


The of 


There | 


labor 


whole. 


io discredit tre banking 
movement as a In June, 
1827, just before the convention 
of the Brotherhood, its Philadel- 


Phia bank was sold because 2. 
lack of success. The disclosure at 
the convention that year of the 


huge losses, errors in judgment, 
betrayals of confidence, nepotism. , 
inefficiency, and extravagance 
were blows from which the labor 
banking movement did not re- 
cover. 


“Of the factors that contributed 
|to the failure of labor banks, un- 
ion politics was perhaps of first 
importance. In some of the 
stronger and more successful 
banks this factor was of negligible 
importance, but in others it pre- 
vented adherence to sound bank- 
ing practices. Union politics ex- | 


| pressed itself in desire for prestige 


of the union, in personal ambition 
of its officers, and in emphasis 
upon personalities. Sometimes of- 
fices, loans, and commissions were 
arranged with an eye to advancing | 
the group in power in the union 
or nepotism and jealousy of out- 


|\side banking interests prevented | 


the appointment of a trained and | 
competent executive officer. . 


It is not to be assumed that petty | 


| politics and 


incompetent officers | 
were an exclusive feature of labor | 
banks, but supporters of labor 
banks did not generally anticipate 


'these difficulties.” 
a considerable degree who is and | 
|an important element in the rec- | 


istration of social insurance funds | 
|receiving employer contributions. 


The fact that union politics was 


ord of labor banks, just as it may) | 
be in social insurance funds, doe 

not condemn either the former or | 
the latter. It does make manda- 
tory an honest appraisal of politi- 
cal factors, so trat the story o 
labor bank failure and disappoint- 
ment will not become the stori 


|of social insurance funds. 


It must be noted that the recor: 


‘shows a drop from a peak of : 


|labor banks in 


1925, to four in 


| 1935. These four have been stable 


land still exist. 


| that these four labor banks have 


To keep the pic- 


ture accurate, it must be note 


welfare funds may be enriched| been outstanding successes. Th« 
by a parallel from labor history.| fur are: The Amalgamated Trus’ | 


movement.6 The arguments 


'There was a period, during the| and Savings Bank, Chicago, Lil. 
| 1920’s, when banks were the fad | The 
in certain segments of the labor | * 
for| tional Bank, Newark, N. J.; and 
common stock of Lexa Oil Corp.|labor banks included the follow- | The Amalgamated Bank of New 
The stock is priced at 25 cents/ing: (1) they could finance a, York, New York City. As of Dec 
|union during a strike or lockout,|31, 1946, these four banks had 
|(2) they could help workers by | total assets 
fostering the cooperative move- | COMmpares 
'ment in the United States, and, | $115,015,273 total assets of 36 la- 


Brotherhood State Bank. 
Kansas City, Kan.; The Union Na- 


of $95,003,829. This 


startlingly with the 


(3) they would increase worker | bor banks on Dec. 31, 1925. Actu- 
security, by making smali lWans)| 


interest rates. 
these aims did the majority of 
labor banks achieve any marked 


success. Professors Millis and 
Montgomery point out that,’ 
“With the success of the first 


labor banks, other, and sometimes 
less laudable, motives began to 
play a part in the rapid expan- 
sion of the movement. Not only 
were advantages for the union 
sought, but also personal gains 
such as the chance of position as 
bank officers with good salaries. 
The extreme example of th’s is 
offered by the banking and other 
cooperative enterprises of the 
Brotherhood of Locomotive Engi- 


/neers after 1923, in which the in- 


terest in salaries and commissions 


'kept the projects expanding more 


than did such motives as the earn- 
ings for the Brotherhood or the 
advancement of the labor move- 
ment. 


“One of the important points to 
bear in mind is that many of the 
banks (eleven) were sponsored by 
one union, the Brotherhood of Lo- 


|comotive Engineers, and the col- 


lapse of the financial enterprises 
of that one organization did much 





6 Left wing unions were hostile to 


them, and the AF of L was distinctly | ers Ceserve s 


cool. 


In none of | 


ally, to complete the picture, i’ 
must be revealed that the rea! 
success story is that the tw 
Amalgamated banks accounted fo 


76.4% of the total assets of all 
four labor banks in December 
1946.8 

Recommendations 


Great good can come from pen- 
sicn and welfare funds. To en- 
courage such good, it appears 
from the preceding aralvsis tha‘ 
certain rules should be observed 
These rules are: 


(1) Basing the contributions to 
the funds on sound actuarial! prin- 
ciples. 

(2) Strict regulations to mini- 
mize malingering 2nd political use 
of the funds. Careful study of te 
basis for contributions (nonce n-| 
tributory or contributory). in or- 
der to determine which weuld be | 


most conducive to honest ani ef- | 
ficient operation of the funds 
Such study would have to con- 
sider, in addition. tre effect of | 
contributory funds on worker 
take-home pay and the educa-| 
tional task made necessary as a| 
consequence. 


(3) Worker education to a rec- 





7 M*llic and Mortcomerv. “Oreanized | 


tebor.” McGraw Hill, N. Y., 
346, 347, 348, 349. Italics added. 


1945, pp. | 


ognition of the fact that employ- | 
ome cre‘it for the 
establishment of such funds. 





8 “'onth!y Labor Review” “4-v 1347, 
p. 834. ' 


| social insurance funds. 
| ger inherent in Justice Goldsbor- 


| two respects. 


| would 
| success of pension 


ion administration. 

Actuarial study is necessitated 
by the tendency to accumulate ex- 
cessive reserves. Overly large re- 
serves are objectionable for sev- 
eral reasons. They may have 2 
corrosive ef ect upon the hones:yv 
of union administration. They 
may encourage malingering. They 
represent an unnecessary addition 
to labor cost. They may grow into 
a sizeable pool of idle capital. Al- 
ternatively, they might €ncourage 
some unicn leaders to make un- 
wise business investments. The 
history of labor banks is of more 
than passing interest in this last 
respect. 


Not all social insurance funds 
show excessive reserves. Some 
are inadequate in this respect. 


Thus, actuarial study is useful and 
desirable, because it can provide 
a scientific basis for the deter- 
mination of benefit payments, the 
size of contributions, and what 
constitutes a desirable reserve. 

I do not wish to make a fetish 
of the point that actuarial study 


| is a cure-all which would safe- 


guard pension and welfare funds 
from ail financial ills. In the first 
place, e‘fective publicity can 


| serve as a deterrent to the accum- 


ulation of excessive reserves. In 
the second place, actuarial study 
is subject to biais and partisan 
feeling. Justice Goldsborough 


| realized this in his decision favor- 


ing the United Mine Workers in 
the summer of 1948. The New 
York “Times” reported his opin- 
ion as follows: 9 

“Brushing aside the Van Horn 
contention that the pension plan 
was rot actuarially sound, the 
Court remarked it had little re- 
gard for actuarial] studies as ‘ac- 
tuaries can reach very many dif- 
ferent conclusions if they want 
to reach them.’ ” 

Awareness of the possibility of 
bias in ectuarial study does not 
damn such study. Scientific, fac- 
tual investigation of risks remains 
vital to the establishment of sound 
The dan- 


ough’s opinion is that it may lead 
to en out-of-hand rejection of ac- 
tuarial investigation. The results 
can be tragic in terms of human 
disappointment, disillusionment 
and despair. The unhappy proof 
is provided by the experience of 
the United Mine Workers’ Pen- 
sion and Welfare Fund. This is 
the same Fund activated by Jus- 
tice Goldsborough’s 1948 decision, 
which expressed little regard for 
actuarial study. The Fund has 
suspended payments.19 Evidently, 
it is actuarially weak in at least 
First, its contribu- 
tions, based on the coal industry's 
volume of operations (20 cents 
rovalty per ton of coal mined). 
are subject to sudden and drastic 
curtzilment due to a variety of 
possible causes. Second, its pay- 
ments, in relationship to income 
and the obvious danger of vicissi- 
tudes in income, do not permit 
the accumulstion of reserves 
canable of sustaining benefit pav- 
ments despite short-run adversi- 
ties. Plainly, careful actuarial 
study is a maior requisite for 
long-lived pension and welfare 


| fuods. The vaunting political am- 


bitions of certain I*bor leaders 


| must not be permitted to obscure 


this iruth. 
Adherence to these 
help insure +t 


vrinciples 
long-run 
welfare 


a 


“4 


funds in carrying o ‘““eir real 
obiective. This ob‘e-‘ive is to 
improve the health security 
of American workers “uch im- 


provement would, of en -rse, react 
favorable on worker efficiency, 


making possible a hisher tevel of 


production and a better standard 
of life. 





9New York “Times,” June 23, 1948, 
p. 19. 
109 The New Ycrk “Times,” Sept. 17, 


1949, p. 1. 
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Switzerland's Appraisal 
Of Devaluation 


(Continued from first page) 


many arduous steps such _ as 
¥radually relaxing trade restric- 


tions—as Britain has just done 
on tin—rearranging Britain’s ster- 
ling liabilities, getting her cost- 
price and domestic budgetary and 
social aims situations in shape, 
and otneis. 

It is regarded a surprising error 
by Britain to be so much less con- 
cerned for convertibility than are | 
other nations—since convertibility 
is to Britain’s genuine self-inter- 
est far more than to other na- 
tions, as this is the prerequisite 
for her regaining her world bank- 
ing position or even retaining 
what status she still possesses. 

As elsewhere, there is also 
scme contradictory opinion here, 
held by high un-ECA officials in 
Geneva, maintaining multilateral 
trade convertibility and abolition 
of Schachtian methods are out of 
the quesiion because of chronic} 
conditions of trade imbalance. It | 
is also felt by many American | 
officials here that a U. S. rise in| 
the gold price is a prerequisite to 
free trade. 

And in any event the one point 
on which there is _ naturally| 
unanimity outside the United 
States is the pleas for American 
tariff reductions. 


Split Politico-Economic 
Trends 


ROME, ITALY—Observation of 
the politico-economic trends in 
the Continental countries leads to 
the inescapable conclusion that 
they are moving in two opposite 
directions at the same _ time. 
France and Italy furnish perfect 
examples of this: both the Queuille 
government in Paris and the 
Christian-Democratic administra- 
tion here (ECA-encouraged) are 
basically desirous of furthering 


free enterprise. They have com- 
mitted themselves to preventing 
at least further Socialist en- 
croachment—but in practice they 
are continually operating in a 
way which must threaten mainte- 
nance of an even keel of free- 
dom. Through their continuing 
acts and policies they are defi- 
nitely, if unwittingly, shoving 


their people along the road to the 
Welfare State. 

In their definite desire to main- 
tain the free enterprise keel, the 
Continental countries differ from 
the doctrinaire professions of the 
British Laborites. Even now, at 
devaluation time, Sir Stafford 
Cripps hastens to proclaim that 
while government expenditures 
should be cut, those devoted to 
social gains are sacrosanct. In the 
other countries—as France, Bel- 
gium, Switzerland—steps with a 
socializing effect are being taken 
unwittingly and unwillingly, and 
not with an ideological aim. 


France’s Split Personality 

Of France, it can said that 
she is simultaneously trending to 
the Right politically and to the 
Left economically. The people, 
who have ingrained individualism, 
don’t realize they actually hav: 
the Welfare State, sincerely don't 
want it in principle, but like the 
benefits—and will probably keep 
on voting for them. If M. de 
Gaulle should by chance eve! 
take over. even his brand of third 
degree political ghtism would 
be accompanied by already-indi- 
cated radical economic programs 
out-performing Mr. Murray id 
the CIO. 3ut partly because ot! 
the Frenchman's individualism 
and partly because of his dis- 
illusionment with past Welfare- 
ism. the Left trend is in reverse 
politically, and will not be fur- 
thered knowingly. 

There are assuredly many im- 
portant “Rightist” splinters in the 
splitting of Frances economic 


be 


al 





| facturers, 
151% 
| electricity companies, coal mines, 


|four big 
|}nations deposits, 
| broadcasting companies. 


personality. In the field of taxa- 
tion, for example: There was a 
substantial cut effected this year 
in the levy of income from securi- | 
ties; to 18% from 30% in 1943-| 
1948, and from 27% ten years ago. 
And the total tax burden, direct 
and indirect, of the French citi- 
zen is estimated as barely 40% of | 
the Britisher 

There are many other manifes- 
tations of a 
dom.” The 
double standard of prices 
troleum has recently been aban- 
doned. The provisions for with- 
drawability of foreigners’ capital | 
investment have been liberalized. | 
And while there has been great | 
budgetary inflation, recently the 
number of government employees 
on the “bureaucracy-payroil’”’ has 








“swing toward free- 


| been decreasing. And government 
| expenses—at 


20/25% of national 
income, are not higher than other 
countries, including the U. S. 
But there are still many mani- 
festations of interventionism and 
the “Spoils State’’—partly because 
the government has a “bear by 
the tail” and partly because of po- 
litical necessity. Nationalized are 
the Bank of France, plane manu- 
the railways (through 
state-ownership), gas 


one motor company (Renault), the 
banks with 55% of the) 
and une radio 


Social security payments re- 
main high, at 34 billion francs vs. 
1.8 billion in 1938; with sick bene- 
fit payments having risen 
1.5 to 46 billion. 
ber of government employees is 
being held down, the 11% million 
on the payroll were a few months 
ago given a gratutitous bonus. 
Further indicative of the tax bur- 
den imposed by government ex- 


penditure are the figures of three | 


months, which is the amount of 
work contributed each year by 
the worker for the cost of his 
government (versus 61 days in 
the United States). 

A real housecleaning and real 
de-lousing of interventionism in 
France is still far in the offing. 

Cross-Currents in Italy 

In Italy, too, there is a dicho- 

tomous situation—ascribed, with} 


some justification, to the socialist 
hand-me-downs from the Musso- 
lini regime. Government ofticials, 
high and low, 
in-the-street really want free en- 
terprise. They point to the 
that there is no nationalization ex- 
cepting in railroads, 
radio and munitions. Yet there is 
broad government participation in 
business through the medium of 
IRI, a domineering counterpart 
of the RFC, and founded at the 
same time and for the same rea- 
sons IRI has a stock interest, 
and usually control, on a _ vast 
scale of banks and industrial com- 
panies throughout the nation. 
Building is going on in Italy at 
a tremendous rate now, because 
there is no rent control on new 
buildings. But old structures 
there are price and 
so no repairs are being 
many 19th century 
ready to 
of the 1 
It 
ment 
legislated 
too high 
wit! 


on 


made and 
buildings seem 
fall 
the Forum. 
is frankly by govern- 
officials that cost of the 
social security is 
(it takes 30% of salaries, 
1out worthwhile returns). Yet 
since its expansion under the 
Fascist regime, little can be done 
toward its curtailment. 
In the tax 
be introduced 


uins of Roman 
stated 


the 


legislation about to 
in Parliament, in- 
come tax rates are to be reduced, 
and the base broadened. But, on 
the other hand, the corporate rates 
as well as the individual’s, are 
highly progressive. There is no 
capital gains tax, 


or American. | 
| 


government-decreed | 
on pe-| 





from | 
While the num-|our people. 


as well as the voter- | 


telegraph, | 


rent controls: | 


into the excavations | 


much 


'they need. 
and 


one-time capital levy assessed in 
1947. 

Indicative of the contradictory 
situation is recent holding forth 
by a high Cabinet officer to this 
writer as to the evils of govern- 
ment bureaucracy, intervention- 
ism, and business interference— 
spelling out the reasons in the 
best “NAM” manner. Yet, in the 
next breath, he itemized several 


farm products, as wheat, beet 
sugar, and vegetable oils, and 


even industrial products, as alum- 





inum, on which the government 
is fixing prices, in lieu of sub- 
sidization. 


The reasons for these cross-cur- 
rents and antithetical goings-on! 
are of course most intricate, hav- | 
ing their roots in political as well | 
as economic considerations, and in| 
the past two wars. A pity it is, 
though if, as it seems, tne peop.e 
of a country do not at least recog- 
nize whither they are going, over 
the short- and long-terms. 

Somewhat similarly in the in- 
ternational field, the planners are 
crying for increased productivity 
and currency convertibility at the 
same time as they are urging 
stringent import controls and re- 
strictive taxation. 





Truman Extols ‘‘Welfare State!’ 


(Continued from page 3) 


| Federal aid to the states to help 
them improve their schools, A 
| bill providing such aid has al- 
ready passed the Senate and is 
now awaiting action in the House 
of Representatives. I shall con- 
tinue to urge Congress to pass this 
legislation. 


Calls for Health Program 


We must also act promptly to 
improve the health of our nation. 
The women of the country, par- 
ticularly, know that in many areas 
there are not enough doctors or 
hospitals and that many families 
cannot afford the medical care 
This Administration 
has proposed a program of im- 
proved medical care. Some parts 
of this program, such as expanded 
health services for school chil- 
dren and additional aid for hos- 
pital construction, have already 
passed the Senate. Our medical 
program will mean happier homes, 
healthier children and greater op- 
portunity for useful lives for all 


A good system of social secur- 
iity is also essential to our wel- 
| fare. We established the _ prin- 
| ciple a long time ago that the 
|people of this country can pro- 
tect themselves against the haz- 
ards of life and the burdens of 
old age by a system of social 
insurance. We need to make 
improvements in our social-insur- 
ance system at this time because 
its benefits are entirely too low 
to meet current living costs. We 
|should bring this system up to 
by increasing its benefits 
|and extending its protection to 
'more people. This is part of the 
| program to which the Democratic 
party is firmly committed. The 
8ist Congress is going to improve 
our social-security system. 


| date 


Minimum Wages and 
Social Security 


fact | 


Another part of the Democratic 
program is to increase the mini- 
mum wage for industrial workers 
|from 40 to 75 cents an hour. A 
bill for this purpose is weil along 
toward final passage in the Con- 
gress, and I am confident that it 
will become law very shortly. 

Minimum wages and social 
curity together protect our work- 
ing people against disastrously 
|low incomes. Farmers need safe- 
| guards against low incomes, too. 
The Democratic party has taken 
the lead in working for a program 
'for lasting farm prosperity, for 
| we know that the welfare of the 
country depends upon the wel- 
fare of the farmers. 

We are determined to see 
our economy continues to 
and expand. That is why 
enacting laws to provide 
ter use of our abundant 
resources, to develop more 
tric power and to bring water 
areas in need of it 

Above all else, we want to 
| keep the United States prosper- 
ous and strong because we know 
that our prosperity is the best 
guaranty of peace. Every meas- 
| ure to promote the general wel- 
fare in this country is a measure 
to promote peace in the world. 

The program of the Democratic 


se- 


that 
grow 
we are 
for bet- 
natural 
elec- 
to 


but there was a! party is a program for prosperity 


and peace. It can be made effec- 
tively only through the united 
efforts of our citizens. 


Local Governments Must 
Cooperate 


It is not enough for the Con- 
gress to pass these measures. They 


|have to be brought to life by | 


the citizens of this country and 
by our state and local govern- 
ments. Our public-housing pro- 
gram will not be effective unless 
local authorities, backed by alert 
citizens, are active in building 
and operating local housing proj- 
ects. Our program of aid to edu- 
cation will not be effective un- 
less there is efficient and public- 
spirited home-town and home- 
state administration. Our farm 


program depends upon the joint! 


effort of our farmers in county 
committtees and rural co-oper- 
atives. 

Only the people, working to- 
gether, can make our program 
a success. 


I ask you to bear that in mind 
when you hear people saying that 
measures for the general welfare | 
are merely Federal handouts to 
the shiftless or the incompetent. 


| Banking Group Offers 
Tenn. Gas Transmission 
Preferred and Common 


An underwriting group headed 


by Stone & Webster Securities 
:Corp. and White, Weld & Co. 
offered to the public Sept. 27 


100,000 shares of new 4.65% cu- 
mulative preferred stock, par 
| value $100, and 400,000 shares of 
/additional common stock, $5 par 
— of Tennessee Gas Trans- 
|mission Co, The preferred stock 
was priced at $103.50 per share 
plus accrued dividends. The of- 
fering price of the common stock 
was $30.25 per share. 
| Proceeds of this financing will 
| be used along with other cash re- 
,sources of the company for the 
expansion of its natural gas pipe 
line system which now extends 
from the San Salvador field in the 
Rio Grande Valley of Texas into 
West Virginia, a distance of 1,364 
miles. Deliveries through the 
system during the first seven 
|months of 194Y¥ averaged approxi- 
mately 607,000,000 cubic feet of 
natural gas per day and the com- 
pany expects to increase delivery 
capacity to 710,000,000 cubic feet 
per day by the end of 1949. 

Authorization has been granted 
by the Federal Power Commission 
|to expand the delivery capacity 
lof the system to 1,060,000,000 
cubic feet per day, including a 
395-mile extension from Greenup, 
Kentucky, to a point near Buffalo, 
New York. The company has an 
application pending before the 
Federal Power Commission for 
authorization further to increase 
the delivery capacity of the sys- 
tem to 1,260,000,000 cubic feet per 
| day by extending its pipe line sys- 
‘tem from Buffalo to a point near 
Worcester, Massachusetts, 

The company currently pur- 
chases all of its natural gas re- 
| quirements in Texas and Louisi- 








I ask you to bear it in mind when field ; t 
you hear our opponents saying |@na_ fie as baw as —— Ae 
that our program is undermining a Rag oi + The Colum 
local government and the moral | cliveries are oO © Lo1umos 
character of our citizens Gas System, Inc., and Consoli- 
The facts are just the opposite. |dated Natural Gas Company. It 
Our program increases oppor-| also — gas — contract mm? 
tunity and incentive ameng our|"U¥UMmber of other customers. 
citizens. It increases the responsi- | Wholly-owned subsidiary, North- 
bilities and activities of local |¢@stern Gas Transmission Com- 
government j |pany was formed in August, 1949, 
The American people are not | 2nd has applied to the Federal 
afraid of their government, be- | Power Commission for a certifi- 
cause they know it belongs to| Cate to distribute natural gas in 
them, and they control it. Now, | the New England States, 
more than ever before, the people | _ Common stockholders of record 
realize that they can use their | Oct. 14, 1949, including holders of 
government to help achieve! record of the common stock cur- 
wider opportunity and greater |rently being offered, will be en- 
security—to help achieve real in- | titled to the distribution, author- 
dependence for themselves and | ized by the company’s directors 
their children. |on Sept. 1, 1949, of one additional 
This concept of government has | —_ Dl peg aa 
been greatly advanced by the in- | dase , Since the initial payment 
creasing participation of women |: th ~* t arter of 1947 cash 
in our political life, with their |’ 'e “ast qua ' 


straightforward approach to pub- 
lic affairs. I am confident 
the women of 
will continue to exercise 
democratic rights in order 
build a happier and more 
perous nation. 
_ ae 2 
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In the past 
Nicolaus & Co. 


dividends have been paid on the 
common stock at the annual rate 
of $1.40 per share. 

Tennessee Gas Transmission Co. 
reported for the 12 months ended 
July 31, 1949, total operating rev- 
enues of $37,903,509 and net in- 
come of $8,303,952. For the 1948 
calendar year operating revenues 
were $28,427,551 and net income 
$6,761,266. 

Giving effect to the sale of the 
‘common and preferred stocks and 


‘the distribution to holders of the 
‘common stock, the company will 
have outstanding 300,000 shares 
‘of preferred stock and 4,666,666 
shares of common. Funded debt 
amounts t to $159,270,000. 


With Bache & Co. 








(Special to Tue Frtnanciat CHRONICLE) 

KANSAS CITY. MO.—John V. (Special to THe FINANCIAL Canaries? 
Bradley, Clarence E. Brown, and| _ CLEVELAND, OHIO—Simon J. 
Henry M. Hellerud are now asso-| Green is with Bache & Co., Na- 
ciated with Waddell & Reed, Inc.,| tional City E. Sixth Building. 
1012 Baltimore Avenue. : > 

papers With Sweney, Cartwright 

With Griffin & Vaden (Srecial to THe Frnancrat CHRONICLE) 

Special to Tue Frnancrat CHRontcie) COLUMBUS. OHIO — Jack P. 

RALEIGH, N. C. — Edward F.|Snyder is with Sweney, Cart- 
Griffin is with Griffin & Vaden,| wright & Co., Huntington Bank 
Inc., Insurance Building. Building. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date): 


Latest Previous Month Year 
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago 
Indicated steel operaiions (percent of capacity) --------------__- Oct. 2 84.6 86.2 86.3 96.4 
Equivalent to— P ea 1 m« 737 
Gteel ingots and castings (net tons)_----------~----~----~-------- Oct. 2 1,559,600 1,589,100 1,591,000 1,737,6CO 
AMERICAN PETROLEUM INSTITUTE: a ‘ 
Crude oil output—daily average (bbls. of 42 gallons each)__--__-Sept. 17 4,845,300 4,850,550 4,722,000 5,294,350 
Crude runs to stills—daily average (bblz.)_.._---_--__----__----Sepi. 17 "5,306,000 5,248,000 9,241,000 5,187,000 
Gasoline output (bbis.)-------- ~-----~~--------------------- neve 17 a eae yoy 08,334, 659 
Kerosene output (bbis.)__-- Se ,759,000 992, 534, ,096 ,000 
Gas, oil, and distillate fuel oii output ( bbls.) isibliguinceiiaiuecn iguliaiaibinintiaimile Sept. 17 6,667,000 6,455,000 6,042,000 7.036.000 
Residual fuel oil output (bbis.)__--------_----------~----------~. Sept. 17 7,485,000 7,808,000 7,496,000 7,635,000 
Stocks at retineries, at bulk terminals, in transit and in pipe lines— 

Finished and unfinished gasoline (bbls.) at------------------- Sept.17 103,331,000 104,375,000 107,612,000 91,800,000 

Maesesene (bbis.) at....--............... nnn ow Sept. 17 26,436,000 26,608,000 25,822,000 25,290,0.0 

Gas, oil, and distillate fuel oil (bbls. ee ne Sept. 17 80,114,000 78,231,000 75,312,C00 69,090,000 

EEE EE eee ee 68,527,000 69,161,000 68,157,000 57,313,000 

ASSOCIATION OF AMERICAN RAILROADS: — 4.197 731.215 oon 
Revenue freight loaded (mumber of cars)__-_---~-----_---------~- Sept. 17 $743,022 624,19 731,215 909.9 
Revenue freight received trom connections (number of cars)_-~~- Sept. 17 $570,575 $522,766 571,474 703.433 

©1VIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 

RECORD: eer: a ae aod aa 
Total U. S. construction . ; eC Oe OE. ee Sept. 22 $188,659,000 $156,021,000 $147,684,000 $100,303,000 
Private construction a DIOR NIE SPE REPAIR SE Sept. 22 95 ,673,C00 66,175,000 79,788,000 42,009,000 
a iieeaslih anaiheepsiadeinunianttd Sept. 22 92,986,000 89,846,000 67,896,000 58,294,000 

Btate and municipal NPE 64,267,000 84,226,000 48,024,000 37,922,000 

Federal ______ TE eR eS a Sept. 22 28,719,000 5,620,000 19,872,000 20,372,010 

@WOAL OUTPUT (U. S. BUREAU OF MINES): 

Bétuminous coal and lignite (tons)________--__--__-___________. Sept. 17 8,400,000 *5,980,000 7,550,000 12,205,000 
On, BEONPROIES (OONE) one nn ccatentednamensccacimsee Sept. 17 944,000 788,000 794,000 1,230,000 
EE | RE ne ee ee ee Sept. 17 7,20 11,300 9,500 149,500 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- ; "i M - 

aoe BY meets 166... cceccecccecennceman. SCPt. 17 319 2i3 252 337 

ZDISON ELECTRIC INSTITUTE: 

I senesced ciic pansedeee nits thd Sept. 24 5,555,641 ),579,105 5,523,316 5,460,609 

WAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 

Seaeen, INO. .......... hice eeninnnnmmmane ES, SD 169 1385 176 101 

SRON AGE COMPOSITE PRICES: 

Finished steel (per lb.) ‘ PER ee eee ee ra eee eT Sept. 29 3.705¢ 3.705¢ 3.705 3.720¢ 
I SIT AMIE IID Baers an shat anc min th des er mana cocaine einer ee aatine Gorine Sept. 20 $45.88 $45.83 $45.91 $44.7 
ee Seets (Per gross 100)... on cctcenecne enn ewe Sept. 20 $27.42 $25.75 $21.92 $43.16 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

Es Be | TE Sept. 21 17.325 17.325« 17.325c 23. 200c 

Export refinery at wiidapaaie ES i 17.550c 17.550 17.550c 23 .425¢ 
@traits tin (New York) at__--. chet eatiniledtiptinipmniti te Anirtanepiition Sep!. 21 103.000c 103.000. 103.000c 103.000. 
Zead (New York) at__--_- Rae nn aneien Sept. 21 15.125¢ 15.125« 15.125c 19.500c 
Lead (St. Louis) at EEE FE Er eed se OS Lee Ue a rer Sept. 21 14.925: 14.925¢ 14.925«¢ 19.300c 
ZOc (East St. Louis) at __-- ctr AP nas ennai tinal cima ast ane Sept. 21 10.000 10.000c 10.090¢ 15.000c 

MOODY'S BOND PRICES DAILY AVERAGES: 

U. S. Government Bonds_ eS ee ee Sept. 27 103.85 104.01 103.71 100.70 
Average corporate EE Sear ne er ee ee na ll 115.04 115.04 114.85 111.44 
A@a _ " on adi — Ee, OB yy 120.84 121.04 120.84 116.41 
Aa . PRES 8 re ae a ee eee winiinecen. Us, ae oF 20 119.20 119.00 114.27 
RE RE EI EINE Ne A en EE Sept. 27 14.27 114.27 114.08 110.70 
Baa es Ee: RN 106.39 105.39 106 21 104.83 
Railroad Group = ES ‘ . a aahdpdalaieinipessiceicaven baebeiivematiina tiie Sept. 27 109.60 109.60 109.60 107.27 
Public Utilities Group oe ssi gli ined Sept. 27 116.22 116.22 115.82 112.00 
ie, ES RTT eC NN Sept. 27 119.41 119.41 119.41 115.24 
MOODY'S BOND YIELD DAILY AVERAGES: 
Uv. S&S. Government Bonds__-_~~_~ nntedihertdpiamemepwenee mameenaets Sept. 27 2.22 2.21 2.23 2.45 
I UIE hci tnbig as oases crmncinmenerias nasa sniniben mminmraninmmanmementhend Sept. 27 2.90 2.90 2.91 3.08 
a ee sabencnubtiaianan aes pit ti ee ith to tn ieee esr ahaa nbn deeeatnendeiiieits Sept. 27 2.61 2.60 2.61 2.8% 
ge RUE ge eons 28s 8 Re ee . SOSH NEOSHO DEMOS ee & Sept. 27 2.69 2.69 2.70 2.94 
7a bie eden rts ntaeab ccinnth ad Simntnintetninenanene meena anima, « Wee. 2F 2.94 2.94 2.95 re 
Baa See eee ae — Ee ee ae a ET Sept. 27 Ke 3.37 3.38 3.4€ 
Railroad Group ~ tele te idaeinsapiah panini aah analy deieiiapibiaeaatiniiaaeetealiiaen Sept. 27 3.19 3.19 3.19 3.32 
Public Utilities Group___- “ Sr ee ee a ae ee Sept. 27 2.84 2.84 2.86 3.06 
GS EE ES ec a Sept. 27 2.68 2.68 2.68 2.85 
I ae Sept. 27 345.0 345.4 338.3 413.5 
WATIONAL PAPERBOARD ASSOCIATION: 
Orders received (tons) bicchnendene neem Ge. 29 197,991 172,955 185,039 173,044 
Production (tons) —___- SO ee ea, ae Sept. 17 205,128 157,135 188,028 192,334 
i a a a a a a a Sept. 17 92 72 87 7 
Unfilled orders (tons) at--------_.-----_-1.--__________ Sept. 17 369,573 380,248 310,125 386,808 

@IL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 

AVERAGE-—100 sien er cnet nde heb ebah Goad ahanas eben abepahunenindnanihdbanen cots enenenebenmntnds Sept. 23 129.3 129.6 129.3 143.¢ 

@WTOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK 

EXCHANGE—SECURITIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers ‘customers’ purchases)— 
Number of orders___-_ Be OS a Se ) 526 2 97 [0r = ace 
Secewanewewenccananan= Kept. 10 12,586 13,231 19,29¢ 15,453 
ae Sees ----------------- ----------------------- Sept. 10 351,896 368.146 567.437 453 13° 
alue —- ~----~-------+---~~~------..--- Sept.10 $14,312,271 14,62 f $2 3.99% :68.87 
@dd-lot purchases by —* alesse teustemers sales) p $ $14,620,408 $21,453,998 $18,668,874 
Number of orders--Customers’ total sales_..........___ Sept. 10 15.141 16.132 9 97 =o oe 
gE al Ot ARE AE REIT, Sent. 10 ‘119 yr ig 2 mae 
_ a eee ey Sept. 10 15.022 15.975 19.081 15.618 
Mumber of shares—Customers’ total sal nie B19 on ane wig tlh fee 
SRC cc npnenndsannmmnnmncel Sept. 10 389,619 430,572 544,392 430,849 
EEE ea ae ENE Sept. 10 4,760 5,860 7,537 2,074 
EE a Sept. 10 384,859 424,712 536,855 428,775 
a gel oy eee Oe ee Sept.10 $12,680,631 $13,494,269 $17,485,755 $15,620,831 
— Fron cena SI Thais csshcusnsiveiscnsimanictaesienibinediiinn paint ic Sept. 10 162,960 183,960 191,590 140,830 
‘ D Meese sas noone nscumoeesonansenanaeonnescames Sept. 10 
Other sales are. 6 > eae . ae —< 
Mound-lot purchases by dealers— 222 © ® ® ® ® .®”» ®”.©§6§©@©@E Sept. 10 162,960 183,960 191,590 140.830 

Number of shares = =—hl 117,330 132,670 206,550 151,030 

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR— 

1926—100: 

Ge Gemmmoedcities .................- Se 9 = nag - 
§ -~------~---------~~-~------------ pt. 20 154.1 154.6 151.9 169.5 

—— products - --2----------- ~~ Sept. 20 162.4 165.6 159.8 1924 

EE A a ee a NET Sept. 2 ¥ 36... ; f 
All commodities other than farm and “ia ats Sept. 20 148.9 148.9 ry 183-1 

tile products ES OS PE IRIEL TEE IO TR Fo! * 5 Sept 20 141.1 1412 + pad _ 

NE ES nS 2 i cn 139.7 147.6 

Puel and lighting materials. Be aaa Sept. 20 131.0 130.7 7 : 

a a . + 130.0 136.7 

Metals and metal — ts- Ee ee he a Sept. 20 169.3 168.9 167.9 172.0 

an one materials ----------------------_..___.____Sept. 20 190.2 190.2 189.6 204.1 

DEE tren nn rn nen eee ene Sept. 20 124.7 125.1 124.0 134.9 
Special indexes— 

ee LOE OS eS ET SES Sept. 20 155.1 * 157.6 149.1 176.8 

Steaks Re ee en een e eran ennenneresoneaanad Sept. 20 . 208.1 214.2 203.4 272.5 

_—_- ne ap sg a ee Sept. 20 230.1 237.7 224.8 282.9 

I ee tren eee Sept. 20 198.9 $198.9 195.8 208.9 

*Revised figure. fIncludes 440,000 barrels of foreign crude runs tThe w 

eighted finished steel composite was revised for the 
years 1941 to date. The weights used are based on the avert age pr roduct shipments for the 7 years iss? to 1940 inclusive and 


A946 to 1948 inclusive. 


§Rellects effect of five-day week effe sctive Sept. 


1, 1949, 








ALUMINUM WROUGHT PRODUCTS (DEPT.) 
OF COMMERCE )—Month of July 
Total shipments (thousands of pounds) 


AMERICAN PETROLEUM INSTITUTE—Month 
of June 


Total domesiic production ‘bbls. of 42-gal- 
lons each) 
Domestic crude oil output ‘bbis.) 
Natural gasoline output ‘bbls 
Benzol output ‘bbis.) 
Crude oil imports ‘bbls.) 
Refined products imports (bbls.) 


Indicated consumption 
(bbls. 
Increase—all 


domestic and export 


stock ibbls.) 
AMERICAN TRUCKING 
Month of July 
Number of motor 
Volume of freight 


ASSOCIATION— 


Carriers reporting 
transported iton 


BANK DEBITS — BOARD OF GOVERNORS 
OF THE FEDERAL RESERVE SYSTEM— 
Month of August in thousands) 


BANKERS DOLLAR ACCEPTANCES' OUT- 
STANDING — FEDERAL RESERVE BANK 
OF NEW YORK—-As of August 31: 
Imports 
Exports 


Domestic shipments 


Domestic warehouse credits 
Dollar exchange 
Based on goods stored and shipped between 


fore B24 count 
Tctal 


CIVIL ENGINEERING CONSTRUCTION — EN- 


GINEERING NEWS-RECORD — Month of 
August 

Total U. S. construction 
Frivate construction 


Public construction 
Siate and Municipal 

Federal 
COAL OUTPUT (BUREAU OF MINES)—Month 

of August 
Bituminous coal 


and lignite (net tons) 
Pennsyivania anthracite tnet tons) 
Beehive coke ‘net tons) 


COKE (BUREAU OF MINES)—Month of July: 
Production inet toi 
Oven coke ‘net tons) 


Beehive 
Oven cok 


coke (net 
tocks 


ton 
at end of month ‘net tons) 


DEPARTMENT STORE SALES (FEDERAL RE- 
SERVE SYSTEM )—(1935-39 Average— 100) 
Month of Augu 

Adjusted for seasonal variation 
Without seasonal adjustment 

FABRICATED STRUCTURAL STEEL (AMER- 
ICAN INSTITUTE OF STEEL (CON- 
STRUCTION )—Month of July 

Contract closed ‘tonnage)—estimated 
Shipments (tonnage)—estimated 
FREIGHT CAR OUTPUT—DOMESTIC (AMER- 


ICAN RAILWAY CAR INSTITUTE—Month 
ot August 
Deliveries (number of 
Backlog of orders at 
of cars) 
MAGNESIUM WROUGHT PRODUCTS (DEPT.) 


cars) 


end of month (number 


OF COMMERCE)—Month of July 
Shipments (in pounds) 
MALLEABLE IRON CASTINGS (DEPT. OF 
COMMERCE )-——Month of July: 
Shipments (short tons) 
For sale (short tons) 
For producers’ own use.(short tons) 
Orders booked, less cancellation, for sale 
(short tons) 
Unfilled orders, end of month, for sale 
(short tons) 
METAL OUTPUT (BUREAU OF MINES)— 


Month of July 
Mine production of recoverable 
United States: 
Copper (‘in short 
Goid (in fine 
Lead ‘(in short 
Silver ‘(in fine 
Zine (in short 


metals in the 


tons) 

ounces) 
tons) 
ounces ) 
tons) 


MONEY IN CIRCULATION—TREASURY DEPT. 


As of July 31 (000's omitted) 


MOODY’S WEIGHTED AVERAGE YIEID OF 


200 COMMON STOCKS—Month of August 
Industrials (125) 
Railroads (25) 
Utilities (25) 
Banks (15) 
Insurance (10) 
Average yield (200) 


NEW CAPITAL ISSUES IN GREAT BRITAIN 
MIDLAND BANK, LTD.— Month of August 


U. 8. GOVT. STATUTORY DEBT LIMITATION 


As cf August 31 (000’s omitted) 
Total face amount that may be outstanding 
at any One time 
Outstanding 
Total gross public debt 
Guaranteed obligations not owned by the 
Treasury 
Total gross public debt and guaranteed 


obligations 
Deduct—Other outstanding public debt 
gations not subject to debt limitation 


abli- 


Grand total 
Balance face 
under 


outstanding 
amount of obligation issua 
above authority 


ZINC OXIDE 
of July 


(BUREAU OF MINES)- 


Production (short tons) 
Shipments (short tons 
Stocks at end of month (short tons 


*Revised figure. 


Latest 
Month 


159,062,000 
47,098,000 
11,953,000 
11,000 
2,000,000 
5,927,000 


73,349,000 
,049,060 


318 
2,859,681 


$98,894,000 


$116,864,000 
37,440,000 
8,694,000 
9,384,000 
39,000 


15,892,009 


313,000 


,1,416,000 
71,440,000 
19,976,000 
35,813,000 
74,163,000 


090 
3,635,000 


41,600 


N 


oe 


£949,486 
910,614 
38,372 


1,905,417 


+ 


748,000 


44.360 
23,216 
21,144 


24,147 


70,796 


57,034 
159,501 
30,273 
2,767,798 
40,996 


=I 


,394,202 


f° 
nN 


6.61 
4 


Ov 


= 


Wk OM CO 
ving uic Ww 
oe 


» 


2,221,000 


$275,000,000 


Previous 
Month 


80,674 


166,622,000 
154,146,000 
12,465,000 
11,000 
12,669,000 
5,074,600 


*173,982,000 
*10,385,0090 


$98,484,000 


$116,656,000 $142,7 


44,179,C00 
9,650,000 
9,289,000 
456,600 


13,429,000 


177,880,000 
166,330,900 
11,522,000 
28,000 
9,749,000 
4,011,000 
181,282,000 
10,353,000 


1c 
vs 


2,897,935 


$97,940,000 


3,000 

39,877,000 
9,1 

10,686,000 
1,179,009 


17,196,099 


$193,659,000 $220,779,C00 


$519,442,000 $560,292,000 


221,502,000 
397,940,000 
292,101,009 
105,839,000 


26,040,000 
3,921,000 
*38,900 
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*96,952 
*172,260 


*61,413 

* 164,490 
*36,162 
*3,102,439 
*53,599 


$27,492,909 


$275,000,000 
253,876,874 


25,512 


229,515,000 
330,777,000 
253,217,000 

77,360,900 


3,779,000 
9,900 
640,100 


on 
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.100 
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160,780 
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£30,557,000 
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niques. In any event, it becomes 
less and less possibie to exper a 
further increase in production by 
itself to solve the major probiems 
of internal and external balance. 
Where the emphasis in production 
has hitherto been directed pri- 
marily toward restoring consump- 
tion standards and expanding pro- 
ductive facilities, it should now in 
greater part be directed toward 
increasing exports. Countries must 
reduce tneir dependence on ex- 
traordinary external assistance by 
devoting more resources to the 
production of goods which can be 
offered at competitive prices in 
those markets where the means of 
paying for their imports can be 
earned. 


The Inflation Problem 


Inflation has created economic 
difficulties everywhere, but its ef- 
fects have been most serious in 
Europe, the Middle East, and the 
Far East. In these regions, the 
consequences of inflation have 
been superimposed upon inade- 
quate production and have, there- 
fore, had a more serious effect in 
limiting exports and in increasing 
the demand for imports. 

Though the fundamental forces 
of inflation had their origin in the 
war, the effects of inflation be- 
came more apparent after the war. 
The public, long deprived of the 
goods to which it had Been accus- 
tomed, had expectations far be- 
yond the capacity of war-depleted 
economies; and large-scale invest- 
ments to restore and increase pro- 
ductive capacity further limited 
the supply of goods available for 
consumers. Public expenditure was 
expanded on an unprecedented 
scale, and in many countries the 
extension of credit to finance in- 
vestment was much too generous. 

The price structure did not at 
once reveal the effects of these in- 
flationary forces. In many coun- 
tries, of course, prices and costs 
rose rapidly. But elsewhere price 
movements were checked by price 
controls and rationing, and the 
real inflationary situation was 
often disguised by subsidies at a 
heavy cost to the budget. The ef- 
fects on prices of the tendency 
toward excessive private and pub- 
lic expenditure could be tempo- 
rarily repressed by such measures, 
but a difficult problem of accumu- 
lated spending power was left for 
the future. 

In the past two years there has 
been progress in dealing with in- 
flation in many countries, both in 
Europe and elsewhere. Increased 
production, the completion of the 
more urgent reconstruction tasks, 
and, in many instances, an import 
surplus have helped to esiablish 
more satisfactory relations be- 
tween supply and demand. In the 
past year, prices have been rela- 
tively stable in many countries, 
and in some there has been a 
modest decline. Even where prices 
have continued to rise, this has 
probably been due more to the 
spending of the savings of the past 
than to new inflation. The wide- 
spread relaxation of rationing is a 
striking indication of the progress 
made. 

Many countries are now in a re- 
relatively good position to prevent 
new inflation. The necessity of 
budgetary and _ credit policies 
which would restrain inflation has, 
been increasingly recognized, and- 
these policies have, at least in 
part, been put into effect. The 
rapid increases in the money sup- 
ply so characteristic of previous 
years have been halted. Indeed, 
in some countries budgetary sur- 
pluses and the local currency pro- 
ceeds from foreign aid have made 
possible a small reduction in the 
money supply. The pressure of 
excess liquidity on prices and 


finally 


Fund Analyzes | weet See it would still be 
nal Payments Problem ‘2: production, the expansion of 


tary production, the expansion of 
E 
om page 14) 


solved as long as many) 
countries are dependeiue on a targe 
import surplus financed with for- 
eign aid. Inflation may reclr un- 
less home consumption and invest- 
ment relative to output are re- 
strained as extraordinary toreign 
assistance is reduced. And it is 
still urgent to cast off the burden 
of high costs and prices, lett by 
past inflation, which seriously 
weakens the competitive position 
f many countries in the markets 
of the less inflation surplus coun- 
tries. 


The Volume and Pattern of World 
Trade 

The development of a satisfac- 
tory balance in international pay- 
ments has presented much more 
serious difficulties. The volume of 
worid trade in 1948 was probably 
somewhat greater than in 1938, 
though still smaller than in 1937; 
and much of it was dependent 
upon _ extraordinary financing. 
Even so, the volume of trade is 
still well below the reasonable re- 
quirements of a world with grow- 
ing population and _ production. 
The restoration of the prewar vol- 
ume and pattern of trade is not a 
good standard for measuring prog- 
ress toward a balanced world 
economy. For the first years after 
the war, however, recovery may 
be provisionally measured in this 
way. 
in 1948 the dollar value of the 
exports of all countries, although 
not the volume, was about 12% 
greated than in 1947 and 60% 
greater than in 1946. There has 
also been since 1947 a significant 
readjustment of the shares of dif- 
ferent regions in the total. In 1938 


strengthen the payments position 
of Europe as a whole. 

For most sterling area countries, 
exports to other parts of the ster- 
ling area have expanded more rap- 
idly than exports to the Western 


dom exports to tne steriing areca 
were larger both in volume (150% 
of 1938) and as a proportion of 
total exports than in either 1947 
or 1938. ‘The expansion of trade 
within the sterling area has helped 
reduce its dependence on imports 
from the Western Hemisphere; the 
need to provide increased exports 
within the sterling area has, how- 
'ever, increased tne difficulty of 
expanding dollar exports. The re- 
duced dependence in 1948 on im- 
ports from the Western Hemis- 
phere was, moreover, only in part 
offset by increased supplies from 
within the sterling area. The vol- 
ume of United Kingdom imports, 
for example, from the _ sterling 
area was lower in 1948 than in 
prewar years, though it accounted 
for 37% of total United Kingdom 
imports, contrasted with 31% in 
1938. 

One factor adversely affecting 
the volume of trade and its dis- 
tribution has been the greatly re- 
duced role of some _ important 
trading countries in world trade. 
Four years after the war, Ger- 
many and Japan are still unable 
to participate on a scale commen- 
surate with their productive ca- 
pacity. Their reintegration in the 
world economy would reopen ac- 
customed sources of imports and 
markets for exports. Although the 
exports of some countries may be 
adversely affected by this compe- 
tition, for the world as a whole 
there would be substantia] gains 





the United States and Canada to-|from the further expansion of) must be expected to increase when 
gether supplied about 18%, and trade. debt obligations to the United 
the Western Hemisphere as a| The growth in the volume of States and Canada have to be met. 


whole about 27%, of total exports. | 
By 1946 these shares had about) 
doubled, being respectively 36 and | 
51 and these proportions were not! 
significantly different in 1947. In 
1948, however, as exports from 
other regions expanded, the share 
of the United States and Canada 
fell to just under 30% and that 


national payments. The shifts in 
the regional distribution of trade 
have generally been along the 
lines necessary to solve the pay- 
ments problem. Some of the 


of the Western Hemisphere to| changes in the pattern of trade in 
42%. United States exports were,| the past two years have been the 
indeed, $2.7 billion less in 1948 


than in 1947. There was, of course, | 
a movement in the opposite direc- 
tion in the shares of other regions | 
in world exports. By 1946 the 
share of Europe, including the| 
United Kingdom, which had been 
50% of the total in 1938, had fallen 
to 32%. In 1948 it recovered to 
37%. The shares of the Middie 
East and the Far East together in 
these three years were 16, 10, and 
13%. This broad classification, of 
course, does not reveal the wide 
differences in the recovery of in- 
dividual countries. 

As might be expected, changes 


world price-cost relations. In 
other cases, they have been the 
result of more rigid trade and 
payments restrictions and discrim- 
inations. The gradual disappear- 
ance of the sellers’ market, par- 
ticularly in the Western Hemis- 
phere, now emphasizes the imme- 
diate importance of having such 
adjustments in world trade as will 
conform to competitive price and 


ute to meeting the 
payments difficulties. 


widespread 


The Payments Problem 


in the distribution of world trade The present international pay-| plier of its own import require- 
have been less striking on the side|ments problem manifests itself; ments, and other regions have 
of imports. Of the total dollar in several forms. Some countries| maintained only slightly more 
value of imports in 1938, Europe | have large deficits financed|than half of their prewar shares 
accounted for about 57%. Since) through extraordinary assistance.|jn Western Hemisphere import 
the war, with greatly reduced non-| In others an uncertain balance is| markets. Of the nearly $5 billion 


trade earnings and a smaller share 
of exports, Europe’s proportion of 
wor!d imports has fallen to around 
16%. The share of world imports 
going to the Middle East and Far 
East has been about 14 to 15% of 
the total, slightly less than in 1938. 
Even these reduced shares could | 
not have been maintained without 
aid from abroad and the use of de- 
clining exchange reserves. 

Intra-European trade in 1948, 
though still only 69% of the 1938 
volume, was 25% greater than in 
1947. The volume of trade among | 
the countries of Western Europe 
other than Germany and Austria 
was practicaily the same as before 
the war, but had not expanded to 
compensate for the gap left by the 


maintained at a relatively low 
there are still others with a great 


export capacity that have 


import demand, partly 

some of their exports are not paid 

for in convertible currencies. 
Although some 


financing deficits in 


lar payments. 


and credits, aid 


financing by 


grants 

UNRRA, 
and the 
jJecline of 


| trade with Germany and Austria | 


ast-West European trade would | 


Hemispnere. In 1948 United King-| 


world trade since the end of the| 
war has contributed to the moder- 
ate progress that has been made 
toward a better balance in inter- 


cost conditions and thus contrib-| 


level of exports and imports. And! 


diffi- 
,culty in making dollar payments, 
partly because of their excessive | 
because 


countries still | 
have to give special attention to) 
currencies 
other than the U. S. dollar, the 
much more urgent problem is dol-| 
In 1947 the United 
States surplus which required fi-| 
nancing (use of U. S. Government 
from 
the Fund) 
International Bank, and | 


410n in 1947 and $800 million in 
1948. The deficit of Latin Amer- 
ica with the United States was 
substantially reauced in_ 194%, 
largely, however, because steps 
necessary to restrict imports were 
taken, For Canada, the U. S. dol- 
iar position was much easier in 
1948 than in 1947, reserves being 
restored to a more normal level. 
Relatively large U. S. dollar pay- 
ments were made by other regions 
to Canada and many Latin Ameri- 
can countries. This is indicative 
ot the wider scope of the U. S. 
dollar payments problem. 


To the large postwar deficits 
sustained by the rest of the world 
on trade account with Western 
Hemisphere countries have been 
added considerable deficits on 
nontrade account, particularly with 
the United States. The foreign ex- 
change receipts of Europe, partic- 
ularly those which accrued in the 
form of income from foreign in- 
vestments, have been seriously 
diminished. For most European 
countries, however, the loss of net 
receipts from nontrade account 
has been less significant than the 
increase in their imports relative 
to their exports. Except for the 
United Kingdom and, possibly, 
France, the deterioration in their 
payments position has been quan- 
titatively larger on trade account 
than on nontrade account. 


| 


} 


The dollar payments problem 
may be met in part by the dimi- 
nution of the present extraordi- 
nary dependence on dollar im- 
ports. The greater part of the so- 
lution should, however, come from 
expanding dollar receipts. For a 
few countries there may still be 
a modest improvement in their 
service accounts, particularly from 
Prat: and the tourist trade. But 
or 


payments on _ nontrade 


ration in 





|nearly all deficit countries. 
| Some countries may earn more 


'dollars from their trade with re-| 


| gions outside the Western Hemis- 
|phere; but at best this could solve 
|for a few countries only a small 
jpart of their dollar payments 


result of desirable adjustments to| problem. In any event, for dollars 


|to be earned in this way pre- 
| supposes an expansion of United 
States imports from other regions. 
|'Even if the most liberal estimates 
|are made for indirect dollar earn- 
ings in other regions, the gap left 
|to be filled by the expansion of 
exports of the deficit countries to 
|the Western Hemisphere will still 
| be so large as to justify its being 
| regarded as the crux of the dollar 
payments problem, 

The Western Hemisphere now 
offers a larger market for imports 
| than before the war. It has, how- 
ever, become a much larger sup- 


of imports of Western Hemisphere 
countries in 1938, about 31% came 
from Europe and 14% from 
Middle East and the Far East. 
their aggregate imports of $12 bil- 
lion in 1946, only 14% came from 
|Europe and 9% from the 
East and the Far East. 
billion, 16% 
and 9% 


ithe Far East. 


larly to the United States. 


gether, the surplus was $1.2 bil-| 


Whatever the cause of the deterio- 
balances of payments, | 
trade adjustments must be the 
principal means of restoration for 


the 
Of 


Middle 
By 1948, 
of their aggregate imports of $18 
came from Europe 
from the Middle East and 
The principal aim 
of the deficit countries should be 
to increase their exports to the 
Western Hemisphere, and particu- 
This 
would help them meet their own 
dollar payments problem. It would 
also help to meet the dollar pay- 
ments problem of other countries | 89° 


_ Any quantitative estimate of the 
increase in exports to the Westerm 
Hemisphere waich will be neces= 
sary to meet the dollar payments 
problem of other regions would 
inevitably be rough and arbitrary. 
If Europe’s 1948 deficit with the 
Western Hemisphere had had te 
be eliminated py increased ex= 
ports to the Western Hemisphere, 
tnese exports would have had te 
be 2.8 times as large as they were. 
Similarly, if the 1948 deficit of the 
Middle East and Far East with the 
Western Hemisphere had had te 
be eliminated in the same way, 
their exports to the Western Hem- 
risphere would have had to be 
about 1.6 times as large. Clearly, 
a quick expansion of exports te 
the Western Hemisphere on such @ 
scale cannot be expected. There 
will, therefore, remain a residual 
that may have to be met by shift- 
ing or restricting imports. 

In several Latin American coun= 
tries, the current payments posi= 
tion still requires a cautious im- 
port policy, and it is important 
that their foreign exchange re=- 
sources should be used in ways 
which will favor the development 
of their economies. It will be 
easier for them to increase them 
imports from countries outside the 
Western Hemisphere if at the 
same time they can expand their 
exports, 

A satisfactory solution to the 
dollar payments problem will re= 
quire further increases in the vol 
ume of world trade, in the propor= 
tion of total imports that go te 
the Western Hemisphere, and im 
the proportion of total exports 
supplied by other regions. The 
questions which are now of im- 
mediate importance are whether 
the pattern of trade is to be 
changed mainly by increasing the 





most deficit countries, net| exports of the deficit countries or 
account| by reducing their imports from 


the surplus countries; and whether 
the necessary shifts are to be 
| made on the basis of relative ef 
| ficiency and economy or by re= 
strictions and discriminations. I= 
is in the general interest that in- 
ternational payments should be 
restored by the expansion of ex= 
| ports on the basis of relative prices 
| and costs rather than by the con- 
| traction of imports through re= 
| strictions and discriminations. 





The Role of the Deficit Countries 
| The primary responsibility for 
restoring the international pay= 
ments position of the deficit coun= 
tries rests with themselves. Unt 
‘their domestic economies are ade 
| justed to make more of their out- 
put available for export, so as to 
reduce their dependence on am 
excess of imports, their payments 
difficulties will continue. The. 
starting point for any policy de= 
signed to improve their position is 
the gradual reduction of the pres- 
ent proportion of investment amd 
consumption compared with thei 
own output. The establishment ef 
a better pattern of internationall 
payments is in part a problem ef 
monetary policy, involving limita- 
tion of domestic demand, and es= 
pecially of demand for invest- 
ment, although, of course, invest- 
ment which will improve the balk 
ance of payments should be con 
tinued. Inflation is not compatible 
with a satisfactory international 
balance of payments. 

In their own and in the gen 
eral interest, it would be preier- 
able for the deficit countries te 
make the greater part of the od- 
justment which is necessary by 
expanding exports to the dollar 
region. The difficulties to be overe 
come in increasing such exports 
involve every aspect of produc- 
‘tion, marketing, and prices. The 
|necessary increase will not be 
\forthcoming unless home demand 
is limited by avoiding inflation, 
unless production 1s shifted te 
ds which offer prospects for 


trade with Germany! drawings on reserves) 
and Austria. The trade of Eastern | billion: in 1948 it was still about 
European countries with Western|$6.7 billion. The surplus with 


|Zurope, though greater in 1948|Europe was $6.1 billion in 1947 


costs is still apparent, however, so| 
that the inflationary danger is by 
no means over. 


The inflation problem in West-| -han in 1947, was 42% of the 1938| and $3.4 billion in 1948; with the) 


ern Europe cannot be regarded as volume, and if Eastern European' Middle East and Far East to- 


was $11.3) 


in the Western Hemisphere that/| export sales in the Western Hem-= 
are compelled by the difficulty of isphere, and unless facilities are 
getting supplies from other re- provided to market and servie@ 


gions to depend on the United . 
States for an undue proportion of | these goods. Above all, if exports 
(Continued on page 38) 


their imports. 
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are to be increased on a large 
enough scale, the goods will have 
to be offered at prices competitive 
with both domestic output and 
other imports in the markets of 
Western Hemisphere countries. 
Any considerabie increase of 
exports to the Western Hem- 
isphere is likely to require the 
opening up of new demands. For 


exports to the United States, this e nerefore, have public support an 


means at least tnat the export 
prices of the deficit countries must 
be competitive with United States 
domestic prices, taking the tariff 
also into account. For exports to 
other Western Hemisphere coun- 
tries, it means that the export 
prices of the deficit countries must 
be competitive with export prices 
from alternative sources of supply, 
and especially from the United 
States. Even had prices in the 
United States and in some other 
markets not deciined recently, the 
maintenance of the present level 
of export prices and costs in the 
deficit countries would have made 
unlikely the necessary improve- 
ment in their competitive posi- 
tion. The shift from a sellers | 
market means that importing 
countries now have a wider range 
from which to select the commod- 
ities they wish and the source 
from which they draw their sup- 
plies. Further progress in reduc- 
ing dollar deficits through larger 
exports is not likely unless export 
prices to Western Hemisphere 
markets are reduced. 


While the United States whole- 
sale price index for manufactures 
was about 175 (1937—100) in May, 
1949, the indexes of export prices 
in dollars of the principal West- 
ern European countries exporting 
manufactured goods ranged around 
210. The difficulty of exporting 
manufactures on an adequate 
scale to the United States is ap- 
parent from these figures. In 
other Western Hemisphere mar- 
kets, where exports of European 
manufactures have to meet the 
competition of United States pro- 
ducers, relative export prices were 
perhaps less unfavorable to Eu- 
rope, although not far different. 
Comparison of the costs of pro- 
ducing export goods in the Middle 
East and Far East with Western 
Hemisphere prices for raw mate- 
rials also shows the great diffi- 
culty to be overcome in expand- 
ing exports from those regions. 

These high export prices impose | 
a serious handicap on _ deficit 
countries as they endeavor to ex- 
#pand their exports to the Western 
Hemisphere. There may be some) 
scope for price reduction by a 
lowering of profit margins, al- 
though these possibilities are nec-| 
essarily limited. The ultimate limit | 
to price reduction is set by pro-| 
duction costs. A reduction in costs 
through greater efficiency is at 
best a slow process, although the 
investment already urdertaken 
and in prospect may offer hope 
in this direction. Many cost ele- 
ments are notoriously rigid, and| 
any general deflationary program 
for lowering costs and prices 
would encounter formidable re- 
sistance. Where a price reduction | 
ef the magnitude indicated above 
is necessary to expand exports, it 
would in many cases seem possi- 
ble only through an adjustment 
in the exchange rate. | 

Countries with dollar payments| 
difficulties are faced with the| 
question whether an _ exchange) 
rate adjustment can help solve 
their problem. The immediate 
purpose of an exchange adjust- 
ment is to increase substantially 
the foreign exchange receipts and 
particularly the dollar receipts 
from exports. If this is to be 
achieved, the exchange rate ad- 
justment must make possible a 
reduction in their dollar export 
prices and the demand for their 
products must be such that this 
reduction will make an adequate 
addition to sales. In some cases, 








/responsibility of the deficit coun- 


_refrain from action which might 


om page 37) 
1c wouid also be important that 
ihe increased profitability of ex- 
porting would encourage a larger 
proauction of exportable commod- | 
ties. 

For exchange adjustments to be| 
successful, it is essential that the | 
expected benefits should not be) 
dissipated by an offsetting rise in| 
10cas prices and costs. It rpms d 
ve accompanied by appropriate) 
ciscal and credit policies. If the 
pubiic recognizes that an expan- | 
sion of exports is necessary to) 
maintain the flow of imports, and | 
1s prepared to accept higher im-| 
port prices without insisting on | 
_orresponding changes in incomes, | 
-xchange adjustments in the defi- | 
<1¢ countries should involve only | 
4 relatively small rise in the cost} 
of living. If, however, the public 
.s insistent on offsetting by higher | 
incomes even a moderate rise in| 
the cost of living, the result will| 
oe the almost complete dissipation | 
of the benefits of exchange ad-| 
justment. Even if an exchange ad- | 
justment is accomplished without 
a significant rise in prices and 
costs, it would be futile if the 
greater demand abroad were not} 
matched by an equivalent supply 
»f exports. Unless home demand 
is restrained, the expansion of ex- 
ports, which alone can justify an 
exchange adjustment, will not be 
achieved. 

Even when the parity of a coun- 
try’s currency does not seriously | 
impair its total exports, the exist- | 





ence of inflation and inappropri-| 
ate exchange rates elsewhere may 
namper its efforts to direct a} 
greater part of its exports to) 
Western Hemisphere markets, The 
inflated prices in non-dollar mar- | 
kets are one of the major reasons| 
why exporters in Europe, the| 
Middle East, and the Far East do| 
not offer their exports in larger 
part to Western Hemisphere coun- 
tries. This difficulty can be over- 
come only as the general pattern 
of exchange rates is adjusted to 
relative prices and demand. Every 
country with a payments problem | 
—and this includes both surplus| 
and deficit countries—has a direct 
interest in the establishment of 
exchange rates in other countries 
that will encourage a pattern of 
trade conducive to a better bal- 
ance in international payments. 


The Role of the Surplus Countries 


The restoration of international 
payments is not exclusively the 


tries. It is no less important for 
the attainment of this objective 
that surplus countries should keep 
their economies operating at a 
high level and minimize the trade 
barriers that restrain imports. In- 
deed, the surplus countries have a 
positive interest of their own in 
finding a solution for the interna- 
tional payments problem. It would 
not be enough for them merely to 


hamper the efforts of the deficit 
countries. Even the best con- 
ceived and the most vigorously 
executed plans for expanding the 
exports of other countries would 
necessarily fail if substantial in- 
creases in imports by _ surplus 
countries were now to be prevent- 
ed by a large or persistent decline 
in business activity or by restric- 
tive import policies. 

The decline in the level of busi- 
ness activity in the United States 
from the extremely high postwar 
peak has added a new element to. 
the payments problem. If this re- 
cession should prove to be no 
more than the end of the postwar 
restocking boom, it may help to 
establish a more satisfactory struc- 
ture of prices on which to resume 
production and employment at a 
high level. However, even the de- 
Cline that has already occurred is 
beginning to intensify the dol- 
lar payments problem and may 
threaten further restrictions and 





discriminations. 


and hence in United States im- 


If the decline in| tions, 
United States business activity,| turbances, 


ports, should persist and intensify, | 
it would be a serious setback to! 


the deficit countries in their ef- 
forts to increase dollar earnings. 
It would necessitate a reduction of 
imports from the United States, 
which for many countries would 
be serious and for some critical, 
and would inevitably delay for an 
extended time the establishment 
of a world economy trading on a 
multilateral basis. Many coun- 
tries might find it necessary to 
offset their reduced imports from 
the United States by discrimina- 
tory arrangements for larger im- 
ports from other areas. 

_ The decrease in United States 
imports and the consequent de- 
crease in incomes in other West- 
._rn Hemisphere countries increase 
the difficulty of expanding ex- 
ports to that region. For the 
deficit countries, this emphasizes 
the urgency for their taking bold 
measures to improve their dollar 
position. For the United States, 
the need is to avoid such a reduc- 
tion in demand as will threaten an 
enduring and large contraction of 
world trade and necessitate over 
wide areas greater restrictions ana 
new discriminations against im- 
ports from that country. 

Apart from maintaining a high 
level of demand, the surplus 
countries can help expand exports 
by the deficit countries by lower- 
ing trade barriers and simplifying 
customs procedures. A reduction 
of tariffs, moreover, would have 
the advantage of reducing import 
prices without diminishing the 
exchange receipts which the defi- 


cit countries would receive for 


each unit of their exports. Much 
has already been done to reduce 
tariffs through cooperative action. 
But it is of great importance that 
no new tariff barriers should ob- 
struct the efforts made by deficit 
countries to improve their pay- 
ments position, and, wherever 
possible, further reductions’ in 
tariffs should be undertaken. If 
the payments position of deficit 
countries is likely to be improved 
by exchange depreciation, the im- 
provement would be enhanced by 
a reduction of tariffs by surplus 
countries. While reduction of 
tariffs in other Western Hemi- 
sphere countries would not change 
the competitive position of deficit 
countries relative to the United 
States; it would help secure for 
them the maximum benefits from 


any reduction in their export 
prices. The process of tariff 
reduction, however, is always 


slow, and it will not be realistic 
to count on it as a solution to the 
immediate dollar problem. 


In the establishment of a better 
balance in international payments, 
an important part must be played 
by international investment. An 
adequate flow of capital, particu- 
larly to under-developed coun- 
tries, can have a generaily bene- 
ficial effect in expanding world 
trade. It can help the deficit 
countries to increase their exports 
in the favorable environment of a 
larger volume of world trade. 
The assurance of fair treatment to 
foreign investors is a basic condi- 
tion for the revival of interna- 
tional investment. The greatest 
encouragement to the resumption 
of a satisfactory flow of interna- 
tional capital would be an indi- 
cation that the deficit countries 
themselves are taking effective 
steps to place their international 
payments in order. 


Conclusion 


In the years since the end of 
the war, much has been accom- 
plished to increase production and 
trade. Despite this, dollar pay- 
ments difficulties persist and 
many countries remain dependent 
on foreign aid. Even with this 
help, the payments position of 
some countries is so precarious 


that a moderate decline in their 
U. §S. dollar receipts threatens 
their capacity to maintain essen- 
tial imports. 


Under such condi- 








even mild economic dis- 
at home or abroad, 
seem to call for drastic measures 
to meet an emergency situation. 

Further measures of restriction 
and discrimination offer no per- 
manently satisfactory solution to | 
payments difficuities. Neverthe- | 
less, at a time like this it is 
natural that countries should 
think first of the effectiveness of 
measures to protect their critical 
dollar position. The deficit coun- | 
tries cannot be asked to forego 
even extreme measures which are 
necessary to prevent break-down 
in their dollar payments. But 
they can reasonably be asked at) 
the same time to adopt positive | 
measures which will increase 
their ability to meet their pay- 
ments problems. Measures of 
restriction and _ discrimination, | 
even if intended to be temporary, 
may foster the formation of ex- 
clusive economic blocs’ which 
might seriously threaten the, 
strength and independence of the 
weaker economies, without assur- 
ance that they could offer their | 
members a satisfactory way out of 
their difficulties. 

A constructive solution to the 
payments problem requires the 
deficit countries to do all that 
they can to make more of their 
output available for export and to 
offer these~ exports at prices) 
which will call forth much greater | 
demand in dollar markets. The | 
world is now tending to divide 
into high-price markets of coun- 
tries dealing mainly in inconvert- | 
ible currencies and _ low-price | 
markets of countries dealing | 
mainly in convertible currencies. 
The dollar payments problem will 
persist at least as long as these 
price differences continue. Pro- 
longed dependence on restrictions 
and discrimination would be) 
likely to divide the world econ- | 
omy into economic blocs, each | 
with its own price structure, each | 





‘tending 


/meet it. 
| tries, this means maintaining high 


capital. 


| but 
| and 


increasingly to insulate. 
itself from the rest of the world 
by the necessity of protecting its 
own inconvertible currency sys- 
tem by trade restrictions and ex- 


| change controls. 


The task of increasing dollar 
exports cannot be delayed in the 
hope that it can be quickly com- 
pleted by some _ extraordinary 
effort at the eleventh hour. The 
magnitude of the dollar payments 
problem requires that every con- 
structive means should be used to 
For the creditor coun- 


levels of national income, reduc- 
ing the barriers to trade and fa- 
cilitating the flow of international 
For the deficit countries, 
it means the reduction of their 
export prices to a competitive 
level, in order to meet as much 
as possible of their payments 


_problem through the expansion of 
_trade on a multilateral basis. 


Neither surplus nor deficit 
countries can afford to neglect to 
do their part to meet this prob- 
lem. Even if creditor countries 
do less than they should, this 
would not relieve the _ deficit 
countries from the necessity of 
doing all that they can to relieve 
the situation. Their people will 
be the principal sufferers if they 
should find it necessary to impose 
further restrictions on essential 
imports. In their own interest 
they cannot afford to forego any 
suitable instrument, including any 
necessary exchange adjustment, 
that could expand their dollar 
exports and thus provide their 
people with imports. The risks 


and difficulties in adopting appro- 


priate measures are undeniable; 
with public understanding 
support, the risks can be 
assumed, and the difficulties can 
be overcome. The deficit coun- 
tries will then have done al] in 
their power to deal with the pay- 
ments problem. 





Has Dollar Replaced Sterling 
As International Unit? 


(Continued from page 15) 


utilizing and developing the tech- 
niques that had been experi- 
mented with particularly during 
the depression period. For the 
first time the sterling area, which 
up to then had remained a loose, 
informal arrangement, was for- | 
malized and incorporated in a de- 
tailed system of exchange control 
regulation. We are still living in 
a period of generalized exchange 
control. The sterling area, now 
known as scheduled territories, is 
still a legal system of regulation 
and as a result the balance of 
payments7~ difficulties of the 
United Kingdom are in fact the 
balance of payments difficulties 
of the sterling area as a whole. 
We are confronted, of course, 
with fundamental economic prob- 
lems arising from our inabilit¥ 
thus far to solve a_ so-called 
“dollar shortage.” This whole | 
problem is so much in the fore- 
ground of events at the moment 
that it need not be emphasized | 
by me, but there are one or two | 
aspects of the situation that 1) 
should like to mention. 


Dollar Not Filling Role 
of Sterling 


I said at the beginning that I 
thought the period since 1914 is 
an episode in the history of gold 
as ané_ international monetary 
standard that has not yet been 
concluded. What I had in mind 
was that the history which I have 
suggested here begins with an ef- 
ficiently working international 
monetary 
predominant international cur- 
rency. In that old system there 
were many other’ currencies 
which performed international 


functions and there were many | 


money markets such as Paris, 
Vienna and Berlin and New York 


| which performed financial clear- 





| not 


system with a single | 


'the scheduled territories. 


| role 


|ing and settlement functions for 
| wide areas. 


They were, however, 
subordinate to the single financial 
center in London. During the in- 
tervening years the economic and 
financial power of the United 
States has become predominant 
in the world but the dollar does 
really function as sterling 
used to do. I am driven to the 
conclusion that we shall not have 
effective international mone- 
tary system as long as we keep 
on trying to make sterling still 
the great international currency 
for one major part of the world 
by means of artificial regulations 
and restrictions. I feel that we 
should not séek to break up the 
sterling area in so far as it rep- 
resents a system of trade and 


an 


|credit and payments based on a 


voluntary community of interests 
as was the case before 1939. I 
am not quite sure how large such 
a sterling area would be if it were 
not for the formal legal arrange- 
ments which now bind these 
countries together as scheduled 
territories. The United Kingdom 


‘in the old days was the center 


of the sterling area because of its 
strength, experience and long 
leadership. Any such center must 
be in a position regularly and 
freely to replenish its reserves. 
It is not wise it seems to me to 
attempt to substitute for genuine 
economic power any set of arti- 
ficial regulatory controls. 

This general conclusion of mine 
does not mean that I would favor 
steps that might destroy the great 
area of free transferability of 
currencies now represented by 
It does 
mean that I believe we shall not 
have a satisfactory international 


monetary system until the dollar 
|does in all essentials perform a 
corresponding 


to that of 
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sterling before 1914. I do 
see clearly the next steps in 
process which has been in the} 
making for so many years. In/} 
many respects the United States 
does not have as yet the peculiar 
capacities or the economic posi- 
tion that fitted the United King- 
dom so well for its central rote | 
before 1914. But the alternative 
of two great currency areas in 
the world with various barriers 
between them seems to me to be 
cne that offers little hope for a 
long-run solution of our diffi- 
culties. 


not 
this | 


| Organization for formulating such | 
| a stabilization policy. 


Institutional Changes Conducing | 
to Greater Stabiliiy | 


The impact of the knowledge 
and experience gained during tne 
past 20 years has been dwelt upon 
at some length. This has been 
done because of the overwhelming 
importance of the changes that 
ae have taken place in the realm of 
ideas. Now certain institutional 
changes of those 20 years which 

may also portend greater eco- 











Business 


nomic stability will be discussed. 


Man/’s The first of these is the increase 


in the size of government. For 
Bookshelf 


better or for worse, we have 
emerged from the events of the 

Credits and Collections in The- 
ory and Practice —Theodore N. 


past generation with a large gov- 
ernment and one that is likely to 
remain large. Government is. one 
industry which is not subject to 
the business fluctuations that af- 
fect all other segments of the 


























Beckman and Robert Bartels—Mc-/| economy. If anything, govern- 
Graw Hill Book Company, 330/ mental activity is likely to grow 
West 42nd Street, New York 18, 


in times of business depression 
and contract—or at least grow a‘ 
a slower rate—in times of busi- 
ness prosperity. Therefore, big 
government provides a sort of 
anchor for the economy and _ its 


N. Y.—cloth—$6.00. 


Our Renewable Resources Can 
Be Sustained— A Symposium — 
Chamber of Commerce of the 
United States of America, Wash-| net influence is toward stability 


ington 6, D. C.—paper—individ-| 4 second institutional factor has 
ual copies free; in lots of 10 OF| heen the drastic change in the 
more, 10¢ each. icharacter of our tax system. 
J per eee / |T«venty years ago, our tax rev- 
Regulations Relating to Foreign) enues were derived chiefly from 
Funds Control in the United}excises, import duties, property 
States—Third Supplement—Mon-| taxes, and income taxes at very 
etary and Economic Department,| jow rates. Today, large pro- 
Bank for Interantional Settle- portion of our revenues is derived 
ments, Basle, Switzerland—paper | from personal income taxes, levied 





a 


ric ‘ ~ yj 5 * “te . ’ 
—Swiss francs 2.50 (plus postal) at steeply progressive rates, and 
charges). from heavy corporate’ income 
RENE taxes. Although there are wide 


Trends in Industrial Relations— 
Industrial Relations Section, Cal- 
ifornia Institute of Technology, 
Pasadena 4, Calif—paper—$1.00. 


differences of opinion on the ef- 
fect of these tax changes, espe- 
cially as to their influence on 
economic incentives, yet a strong 
that their influence is in the di- 
rection of economic stability. The 
effect of graduated taxes at high 


Effects of Higher Income Taxes 
on Electric Utility Enterprises, 
The—Herbert B. Dorau and J 


Rhoads Fo:ter—EcoStat Research.| rates is. to restrict the flow of 
Inc., Ridgewood, N. J.—paper funds seeking investment and 


therefore to reduce the possibility 
that the flow of investable funds 
will exceed the available invest- 
ment opportunities. 


£2.50. 

South American Handbook, The 
—- 1949 Edition — Annual guide | 
book to countries, products, trade | 
and resources of Cuba, Mexico,| Public debt and the possible need 
Central & South America—H. W.| for additional public borrowing in 
Wilson Company, 950 University | the event of a war have led to a 





Avenue, New York 52, N. Y.—/cautious and moderate credit pol- 
cloth—$1.50. ‘icy. Whereas in earlier booms, 
ult the monetary and credit authori- 
Transmitting Information| ties have tended to pursue overly 


repressive policies, today, facing 
the problem of maintaining the 
| integrity of Federal finances, they 
have skillfully pursued a middle- 
of-the-road credit policy that has 
been neither strongly inflationary 


Through Management and Union 
Channels — Two Case Studies — 
Industrial Relations Section, De- 
partment of Economics and Social 
Institutions. Princeton University. 


pt nem gg J. — paper, $2.50; nor drastically deflationary. With- 
. ape: so ie out the large debt and the need 
|for protecting the financial po- 


sition of the Federal Government. 
the authorities would have been 
much more vulnerable to the 
many pressures for drastically 
tightening up credit and might 
have terminated the boom some 
time ago. 

Fourth, the growth of the public 
debt of the United States has led 
to a great increase in the financial 
liquidity of the American public. 
As a whole, the American people 
hold relatively more liquid assets 
in the form of either bonds or 
cash than ever before. These li- 
quid assets will provide a cushion 
of readily available purchasing 
power in the event of depression. 

Fifth, by an unconscious evolu- 
tionary process, the United States 
has been drifting toward a com- 
|pensatory fiscal policy. By that, 
is meant a policy under which the 
revenues and expenditures of the 
government are adjusted to com- 
pensate partially for changes in 
demand generated elsewhere in 
Under the tradi- 


Bogola Bond Exchange 
Offer Extended 


Holders of the City and Munici-| 
pality of Bogota gold bonds are 
being notified that the time to 
exchange their bonds for Republic 
of Colombia, 3% external sinking 
fund dollar bonds, due Oct. 1, 
1970, has been extended to Oct. 1, 
1950, from Oct. 1, 1949. Issues af- 
fected by this exchange offer are: | 
City of Bogota (Republic of Co-| 
lombia) 8% external sinking fund | 
gold bonds of 1924, due Oct. 1,| 
1945: and Municipality of Bogota 
(Republic of Colombia) power 
and light consolidation loan of 
1927 twenty-year external 612% 
secured sinking fund gold bonds, 
due April 1, 1947. 


With King Merritt Co. 
© THE FINANCIAL CHRONICLE) 

ST. CLOUD, MINN.—Walter A. | 
Schwede is with King Merritt & | 
Co.. Inc., 1211 First Street, North.| the economy. 
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Toward Economic Stability 


(Continued from page 16) | 
of Economic Advisers provides an | tional doctrine of budget-balanc- 


ing in each fiscal year, tax rates | 
would tend to be reduced in an 
inflationary period and to be in- 
creased in a deflationary period. 
Thus, governmental action woulda 
tend to pump more purchasing 
power into the economy in periods 
of inflation and less in periods oi 
deflation. As a result the insta- 
bility of the private economy 
would be enhanced or reinforced. 
Today, governmental policy, a: 
expressed both by the executive 
and legislative branches and by 
public leaders, tends toward in- 
creased tax rates and reduced 
public spending in times of infla- 
tion, and toward reduced tax 
rates and increased _ public 
spending in times of deflation. 
With this policy, the effect of gov- 
ernmental fiscal operations is to 
compensate in part for changes in 
private economic activity. It is 
not suggested that we have 
reached the stage of a compre- 
hensive and semi-automatic com- 
pensatory fiscal policy, but rather 
that the policies which actually 
tend to evolve resemble those of 
a full-blown compensatory fiscal] 
policy. 

Sixth, the effect of our social 
security system and of related 
programs is toward economic sta- 
bility in that the receipts going 
into the trust funds are greater in 
»eriods of prosperity than in pe- 
riods of depression and expendi- 
tures from the trust funds are 
greater in depression than in pros- 
perity. 

Seventh, the farm price sup- 
ports will tend to bolster an im- 
portant segment of purchasing 
power in the event of depression 

Eighth, the banking system is 











case can be made for the view} 


Third, the existence of a large | 


stronger and enjoys greater public 
| confidence than it did during the 
|1920s. This is due to the fact that 
'a large part of bank assets is in 
| the form of government securities; 
'moreover, deposits are partially 
protected by the FDIC. 

| Ninth, the rise of organized 
labor will mean stern resistance to 
| wage cuts in the event of depres- 
ision. This may also have the ef- 
fect of bolstering purchasing 
; power, 


Bias Toward Inflation? 

The experience of the great de- 
| pression and the intellectual and 
le . . 

|institutional developments to 
| which it gave rise have produced 
|powerful supports for the econ- 
lomy which will become effective 
in the event of depression. There 
are some economists who argue 
that these supports are so strong 
that they have overcompensated 
|for any likely depression and that 
'the overriding danger is inflation. 
More specifically, it is argued that 
our fear of depression will lead 








}us to adopt strongly inflationary | 


| policies whenever we are faced 
|with the slightest downturn 
| R 

| business. As a result, recovery 


| from depression will be rapid but | 


jan inflationary potential for the 


|subsequent recovery will be gen-| 
Thus, the economy will | 


| erated. 
|be consistently biased toward even 
| higher prices. 


| 


Personally, I do not share this | 


| view. After the postwar demands 
| for durable goods have _ been 
| filled, we shall again 
| prospect of periodic depression. 
|and the supports we 
beneath our economy as a result 
of the experiences of the past 20 


i . 
'years are not necessarily ex-| 


cessive. On the other hand, this 
underpinning is considerable and 
important and will probably re- 
duce the severity of future de- 
pressions. 
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By H. E. JOHNSON 
This Week—Bank Stocks 


Earnings of the principal New York City banks fer the third 
quarter of the current year are not expected to vary materially 
from those of the corresponding period of last year. 


The statement on earnings and conditions will be issued during 
the coming week for the quarter ending Sept. 30. Although there 
are sure to be individual variations either way to this general ex- 
pectation because of conditions within particular institutions, per 
share figures in most cases should be comparable with those of a 
year ago. 

This: relative stability has been attained despite several unfav- 
orable developments so far this year. Of primary importance in this 
connection has been the decline in commercial loans. While there 
has been some tendency in recent weeks for commercial loans to ex- 
hibit a seasonal rise, since the first of the year banks in this area 
have lost a considerable amount of their loans. 


There have been several factors which have helped to offset 
this loss of earnings. Through the two reductions in reserve require- 
ment banks have gained in total earning assets. One reduction of two 
percentage points was made in May of this year and the other of 
two percentage points on a gradual basis during August. 


Required reserves for the Central Reserve City banks in New 
York are now 22%. A year ago they were 24% up to Sept. 23 at 
which time they were raised to 26%, the highest level reached. 


These additional earning assets have been put to work primar- 
ily through an increase in the government securities portfolio, which 
has been expanding for practically all of the banks. Also, the rate of 
interest received so far this year has been generally higher than 
for the same period of a year ago. True there has been a tendency 
in recent months for rates to soften, but the rate of earnings for the 
nine months on the different investments and loans should still 
compare favorably with 1948. There is also the fact that while some 
loan rates have been reduced, the prime rate which is of great im- 
portance is still maintained at 2%. 

As a matter of interest and in order to obtain some idea of what 
might be expected in particular cases the following tabulation on 
indicated earnings so far this year compared with those of a year ago 
has been prepared and is presented below: 


——___———_Per Share Indicated Earnings——_——--—_ 








in | 


face the) 


have built | 


First Quarter Second Quarter Half Year Geatahe 

1949 1948 1949 1948 1949 1948 1948 

$ $ $ $ $ $ $ 

| Bank of Manhattan... 0.58 0.53 0.44 0.56 1.02 1.09 0.57 
| Bankers Trust -_- . 0.63 087 O61 0.76 1.24 163 0.69 
| Central Hanover ___--. 1.50 1.50 1.50 1.50 3.00 3.00 1.50 
'Chase National -_----_ 0.63 0.45 0.60 0.61 12° 1. 0.63 
| Chemical Bank & Trust. 0.75 0.73 0.72 0.75 1.47 1.48 0.74 
| Commercial National __ 0.81 0.86 0.83 0.85 1.64 1.71 0.75 
| Corn Exchange 1.24 1.21 1.24 1.24 2:48 2.45 1.24 
| First National ____-_-- 17.00 20.52 20.39 21.59 37.39 42.11 18.68 
| Guaranty Trust 5.41 4.88 3.99 4.30 9.40 9.18 4.48 
| Irving Trust : 0.30 0.30 0.29 0.30 0.59 0.60 0.30 
Manufacturers Trust —~. 1.16 1.19 Ry aes 233 Bat 1,08 
*National City — 0.69 0.75 0.68 0.80 1.37 1.55 0.74 
New York Trust__. 155 1.56 152 1.58 3.07 3.14 1.69 
Public National __ ww, alee Le 1.14, 1.48 2.28 1233 1.23 
U. S. Trust __._------- 10.15 8.96 10.75 9.90 20.90 18.86 10.50 


*Includes indicated earnings of City Bank Farmers Trust Company. 


In connection with the above figures it should be pointed out 
that some banks such as Central Hanover and Corn Exchange follow 
a policy of indicating a fixed rate of earnings during the first three 
quarters and in the fourth period making year-end adjustments to 
more accurately show earnings for the full year. 


Bank of Manhattan in June issued 500,000 additional shares 
through rights to stockholders to obtain additional capital. The 
earnings for the second quarter have been adjusted to the larger 
number of shares outstanding. The other per share figures have not 
been adjusted. This fact should be kept in mind when comparisons 
of third quarter earnings are made. 

Operating earnings when available may in certain instances be 
even more favorable than indicated earnings. For example in the 
six months period ended June 30 National City reported operating 
earnings of $1.62 a share compared with $1.57 in the same period of 
1948. Such differences between operating and indicated earnings 
result from reserve adjustment policies and profits or losses on se- 
| curities. 





Maynard Simond Joins Harry Mitchell With 
First Guardian Secs. 


Harry Mitchell has been elected 
Vice-President of The First Guar- 
dian Securities Corporation, 20 
Pine Street, New York City. Mr. 
Mitchell was formerly with Un- 
gerleider & Company and prior 
to that was associated with the 
New York Curb Exchange. 


King Merritt Co. Adds 


(Special to Tue Frnancra, CHRONICLE) 


Charles Pfizer & Co. 


F. Eberstadt, Chairman of the 
Board and President of F. Eber- 
stadt & Co., Inc., announces that 
Maynard E. Simond has retired 
from the firm to devote full time 
'to the affairs of Chas. Pfizer & 
Co., Inc., of which he has been 
an active director since 1942. Mr. 
Simond will become Chairman of | 





‘the E -utiv C itte f the STILLWATER, MINN.—Charles 

ood aie ‘ve Commies Of tt! w. Olson. is with King Merritt 

— os Co., Inc.. 717 Sixth Avenue, South, 
—<—————EE ee — dentine neuciitinieatil 








With Luckhurst & Co. 

(Special to Tue Financia CHRONICLE) | 

BOSTON, MASS. — William G. 
Ball is with Luckhurst & Co., Inc., 
| of New York. 


With Continental Securities 
(Specia! to Tue Financia CmRONIcLe) 
GRAND RAPIDS, MICH.—Rus- 
sell D. Gould has joined the staff 
of Continental Securities Co., 
| People’s National Bank Bldg. 
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Securities Now in Registration 





® Albion (Mich.) Gas Light Co. 

Sept. 20 (letter of notification) 150 shares ($100 par) 
preferred stock. Price, $104 per share. To be sold by 
Cecil A. Runyan, Vice-President of the company. Under- 
writer—First of Michigan Corp., Detroit. 


® Alpha Petroleum Co., Seattie, Wash. 
Sept. 6 (Ictter of ontification) 1,250 shares of capital 
stock, to be sold at $100 per share and 1,250 shares to 
be issued to Northwest Pipe Line Co. for an oil and 
gas lease. No underwriter. For drilling oil and gas 
wells. Office: 1503 Hoge Building, Seattle, Wash. 


American Cladmetals Co., Carnegie, Pa. 
Sept. 16 (letter of notification) 25,000 shares of common 
stock (par $1). Price, market ($1.25-$1.50 per share). To 
be sold on the over-the-counter market on behalf of 
Cc. R. Anthony, a stockholder. Statement withdrawn 
Sept. 23. 


American Gas & Electric Co. (10/6) 

Sept. 7 filed 498,081 shares ($10 par) common stock. 
Offering—To be offered for subscription by present 
stockholders of record Oct. 7 on basis of one new share 
for each nine shares held. Any unpurchased shares will 
be allotted among other stockholders desiring to acquire 
more than their original allotment. The offer expires 
Oct. 24. Underwriters—Underwriters will be invited to 
bid for ary shares not taken by stockholders. Probable 
bidders: Union Securities Corp.; The First Boston Corp.; 
Dillon, Read & Co. Inc.; Blyth & Co., Inc. and Goldman, 
Sachs & Co. (jointly). Proceeds—For general funds, to 
be invested in subsid. operating companies, incl. Ap- 
palachian Electric Co. Bids—Bids for purchase of such 
of the stock as shall not be issuable pursuant to sub- 
scriptions will be received at company’s office, 30 Church 
Street, New York, up to 11:30 a.m. (EST), Oct. 6. 


American Genera! Corp., New York 

Sept. 8 filed 111,153 shares of $2 dividend series of 
cumulative convertible preferred stock ($1 par) and 
206,422 shares (10c par) common stock. Offering—aAll 
of the $2 preferred and 170,500 shares of common are 
owned by Equity Corp. and will be offered in exchange 
for shares of $3 convertible preferred stock and 20-cent 
dividend preferred of Equity. Underwriters — None 
named, but a flat fee will be paid NASD members and 
securities exchanges assisting stockholders in tendering 
their securities for exchange. 


® American Graphic Arts Productions, Inc., 
Washington, D. C. 

Sept. 14 (letter of notification) 150 shares ($100 par) 

common (treasury) stock. Price, $50 each. No under- 

writer. To produce molds, engraving plates and plaques. 


Arkansas Power & Light Co. (10/11) 

Sept. 8 filed $8,700,000 first mortgage bonds, due 1979. 
Underwriter—Competitive bidding. Probable bidders: 
Halsey Stuart & Co. Inc.; The First Boston Corp.; White, 
Weld & Co.; Lehman Brothers and Stone & Webster 
Securities Corp. (jointly); Equitable Securities Corp. 
and Central Republic Co. (jointly); Union Securities 
Corp. Proceeds—For construction and general corpo- 
rate purposes. Expected about Oct. 11. 


Blackstone Valley Gas & Electric Co. (10/18) 
Sept. 16 filed 35,000 shares of preferred stock, cumu- 
lative ($100 par). Underwriter—To be determined by 
competitive bidding. Probable bidders: Estabreok & 
Co. and Stone & Webster Securities Corp. (jointly); Kid- 
der, Peabody & Co.; Salomon Bros. & Hutzler; W. C. 
Langley & Co.; Lehman Brothers; Harriman Ripley & 
Co. Offering—Of the total 1,430 shares will be reserved 
for common stockholders (other than Eastern Utili- 
ties Associates which owns 99% of common and 
which will waive its rights) to subscribe to at the rate 
of one for each common share held, and 12,942 shares 
will be offered to holders of outstanding 6% preferred 
stock in a share-for-share exchange, plus a cash ad- 
justment and the balance will be publicly offered. Pro- 
ceeds—To retire the remaining 6% preferred stock 
and for construction purposes. Bids—Bids will be re- 
ceived up to 11 a.m. (EST) Oct. 18, at 49 Federal Street, 
Boston, Mass. 


Bradshaw Mining Co., Tonopah, Nev. 
Oct. 8, 1948 (letter of notification) 1,500,000 shares (5¢ 
par) common stock. Price—20¢ per share. Underwriter 
—Batkin & Co., New York. To repair and renovate mine 
of company and to exercise option to purchase processing 
mill and move and erect such mill on the company’s 
property and for working capital. 
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@® Brandt (Charles H.) & Co., Inc., Chicago 
Sept. 15 (letter of notification) 500 shares ($100 par) 
preferred stock. Price, par. No underwriter. To con- 
duct general real estate and mortgage business. Office: 
11108 So. Michigan Avenue, Chicago. 


@ Builders Iron Foundry, Providence, R. I. 

Sept. 16 (letter of notification) 960 shares of common 
stock. Price, $15.50 each. To be sold by the Young 
Orchard Co., Providence. Underwriter—Brown, Lisle & 
Marshall. 


® Butter’s Incorporated, Atlanta, Ga. 

Sept. 19 (letter of notification) 5,000 shares ($1 par) 
common stock. Price, $6 per share. Underwriter— 
Clement A. Evans & Co., Inc., Atlanta. Proceeds—To 
underwriter, who owns the shares. 


Canam Mining Corp., Ltd., Vancouver, B. C. 
Aug. 29 filed 1,000,000 shares of no par value common 
stock. Price—800,000 shares to be offered publicly at 80 
cents per share; the remainder are registered as “bonus 
shares.” Underwriter—Israel and Co., New York, N. Y. 
Proceeds—-To develop mineral resources. 


® Carolina Telephone & Telegraph Co., Tarboro, 
North Carolina 

Sept. 28 filed 29,750 shares ($100 par) common capital 

stock. Offering—To be sold to stockholders at rate of 

two new shares for each five held at $100 per share. 

Proceeds—To reduce indebtedness resulting from con- 

struction and for general corporate purposes. 


Colorado Fuel & Iron Corp., Denver, Colo. 
Sept. 12 (letter of notification) 8,500 shares of common 
stock, to be sold at market (about $14.625) by Allen & 
Co., New York. Six New York and Chicago members of 
the New York Stock Exchange will aid in the sale, 
headed by A. L. Stamm & Co. 


Colorado Oil & Gas Co., Alamosa, Colo. (10/10) 
Aug. 30 (ietter of notification) 250,000 shares ($1 par) 
common stock, of which 200,000 will be sold for com- 
pany and 50,0600 shares for N. O. Yeakley, a controlling 
stockholder, at $1 each. Underwriter—W. C. Hitchman 
Co., New York. To lease properties, drill wells, and for 
working capital. : 
© Colorado Springs (Colo.) Baseball Club, Inc. 
Sept. 16 (letter of notification) 1,000 shares ($100 par) 
common stock. No underwriter. To operate the ball 
team. 
® Commercial 

Arizona 
Sept. 21 (letter of notification) 500 shares ($100 par) 
common stock. No underwriter. To boost capitalization. 
® Commonwealth Fund, Boston 
Sept. 28 filed 2,500 shares of class A stock and 1,600 
shares of class B stock. Underwriter—Trusteed Funds, 
Inc., Boston. 


® Commonwealth Investment Co., San Francisco 
Sept. 26 filed 2,500,000 shares of capital stock. General 
Distributor—North American Securities Co. 


@ Composite Stock Fund, Inc., Spokane, Wash. 
Sept. 19 filed 200,000 shares capital stock (par $1). Price, 
market (about $12 per share). Underwriter—Murphey 
Favre Inc., Spokane, Wash. Proceeds—For investment. 


Consolidated Caribou Silver Mines, Inc. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 50,000 shares will 
be sold to the underwriter at $1 per share for invest- 
ment. Underwriter—William L. Burton & Co., New 
York. Proceeds—To develop mining properties. Tem- 
porarily postponed. 


Continental Copper & Steel Industries, Inc., 
New York 
Sept. 15 (letter of notification) 6,666 shares 5% cumu- 
lative convertible preferred stock ($25 par). Price, $15 
a share. To be sold by Mortimer S. Gordon, New York. 
Underwriters—-Lee Higginson Corp. and P. W. Brooks 
& Co., Inc., New York. 


Convertible Television, Inc., N. Y¥Y. C. (10/3-6) 
Aug. 19 (letter of notification) 300,000 share of common 
stock (par 10 cents). Price—$l1 per share. Underwriter 
—George J. Martin Co., New York City. Proceeds—To 
pay debt, for additional equipment, etc. and for working 
capital. 

@® Delaware Fund, Inc., Wilmington, Del. 

Sept 19 filed 300,000 shares common stock (par $1). Un- 
derwriter—Delaware Fund Distributors. Price, market 
(about $14.07 per share). Proceeds—For investment. 


Duquesne Light Co., Pittsburgh (10/18) 
Sept. 16 filed $15,000,000 of first mortgage bonds, due 
1979. Underwriter—To be determined by competitive 
bidding. Probable bidders: The First Boston Corp.; 
Kuhn, Loeb & Co.; Smith, Barney & Co.; A. C. Allyn & 
Co. (jointly); Halsey, Stuart & Co. Inc.; White, Weld & 
Co.; Harriman Ripley & Co.; Drexel & Co. and Equitable 
Securities Corp. (jointly); Glore, Forgan & Co. Proceeds 
—To repay bank loans for construction and for addi- 
tional construction and general corporate purposes. Ex- 
pected about Oct. 18. 
@ E-!I Mutual Association, West Orange, N. J. 
Sept. 19 (letter of notification) an unspecified number 
of shares of class B special stock. To be offered at 
$10 a share to employees of Thomas A. Edison, Inc. No 
underwriter. To be used in a redemption fund. 


Emerson Radio & Phonograph Corp. 
June 7 filed 235.000 shares of capital stock. Underwriter 


Benefit Insurance Co., Phoenix, 


—F. Eberstadt & Co.; Inc. The terms and price of the 


offering have not yet been determined, but the stock 
will not be sold below the market price on the New York 
Stock Exchange at the time of the offering. Proceeds— 
The shares to be sold are from holdings of Mrs. Benjamin 
Abrams, Mrs. Max Abrams and Mrs. Louis Abrams, wives 
of principal officers and directors of the company, and 
do not invcive new financing by the company. Following 
sale of the shares, the Abrams family will own approxi- 
mately 25% of the company’s 800,000 shares of common 


@ Emery Air Freight Corp., New York 

Sept. 27 (letter of notification) 500 shares of common 
stock (par 20¢). Price, market (about $2.25). Under- 
writer—Reynolds & Co. Proceeds to selling stockholder. 


@® Empire District Electric Co. 

Sept. 2y filed 100,000 shares of common stock. Under- 
writers—The First Boston Corp. and G. H. Walker & 
Co. Proceeds—To raise additional capital to assist com- 
pany in completing construction program. Offering ex- 
pected in October. 


@ Frailey industries, Inc., New York 
Sept. 27 (letter of notitication) $50,000 5-year convert- 


ible income motors due Jan. 1, 1955. Price, par. Sales 
expansion, etc. No underwriter. 
Gas Service Co., Kansas City, Mo. (10/4) 


Aug. 12 filed $18,000,000 25-year first mortgage bonds 
due 1974. Underwriters—Competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Union Securities 
Corp.; Merrill Lynch, Pierce, Fenner & Beane and 
White, Weld & Co. (jointly); Blyth & Co., Inc. and 
Kidder, Peabody & Co. (jointly); Lehman Brothers; The 
First Boston Corp. Proceeds—To be used to repay 
$13,800,000 of 2%% to 3% notes, due 1950-56, and 
$1,000,000 of 2% notes due 1950, and the balance for 
the company’s construction program. Bids—Bids for 
purcrase of the bonds will be received up to 11 a.m. 
(EST) Oct. 4 at Room 1600, 70 Pine Street, New York. 


General Reinsurance Corp., New York 

Sept. 8 filed 185,210 shares ($10 par) capital stock, 
owned by American General Corp. Offering—These 
shares, together with 35,922 common shares of American 
General Corp., will be offered to holders of $3 divi- 
dend series, $2.50 dividend series and $2 dividend series 
convertible preferred stock of American General, on an 
exchange basis. Underwriter—None named, but a flat 
fee will be paid NASD members and securities ex- 
changes assisting stockholders who tender their shares 
for exchange. 


® Gold Star Mining Co., Inc., Las Vegas, Nev. 
Sept. 16 (letter of notification) 490 shares ($100 par) 
common stock. Price, par. No underwriter. For build- 
ing a placer recovery plant in Idaho. 


® Great Southwest Life insurance Co., Phoenix, 
Arizona 

Sept. 19 (letter of notification) 150,000 shares ($1 par) 

capital stock. Price par. No underwriter. To complete 

capitalization. Office: P. O. Box 3405, Phoenix, Ariz. 


Gulf Atlantic Transportation Co., Jacksonville, 
Florida 

May 31 filed 620,000 shares of class A participating ($1 
par) stock and 270,000 shares (25c par) common stock. 
Offering—135,000 shares of common will be offered for 
subscription by holders on the basis of one-for-two at 
25 cents per share. Underwriters—Names by amendment, 
and may include John J. Bergen & Co. and A. M. Kidder 
& Co. Underwriters will buy the remaining 135,000 
shares plus unsubscribed shares of the new common. 
Offering price of class A $5. Proceeds—To complete 
an ocean ferry, to finance dock and terminal facilities, 
to pay current obligations, and to provide working 
capital. 


Hawaiian Electric Co., Ltd., Honolulu 
June 21 filed 150,000 shares of series E cumulative ($20 
par) preferred and 50,00G shares of ($20 par) common, 
Offering—Preferred will be offered to preferred holders 
at 1-for-3 rate and common will be offered to common 
stockholders at 1-for-9 rate. Underwriters—Dillon, Read 
& Co. Inc. and Dean Witter & Co. will buy unsubscribed 
preferred; unsubscribed common will be sold either at 
public auction or to the underwriters. Proceeds—To pay 
off short-term promissory notes and to carry merchan- 
dise inventories and receivables or to replenish treasury 
funds. The balance would be used for other corporate 


purposes or construction. 
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@® Haydock Fund, Inc., Cincinnati, Ohio 

Sept. 26 filed 25,000 shares of capital stock. Management 
—Haydock & Co. 

Heidelberg Sports Enterprises, Inc., 
Pittsburgh, Pa. 

June 25 filed 5,000 shares of class B common stock (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds—$600,000 to be used for spectator grandstand and 
balance for related purposes. ; 


® Hollywood Broadcasting Co., Hollywood, Fla. 

Sept. 14 (letter of notification) 33 shares (no par) com- 
mon and 66 shares ($100 par) preferred stock. To be 
sold, the common at $50 each and the preferred at $100 


each to Miami-Hollywood Television Corp. by Jonas 
and Lenore Weiland, Miami Beach, Fla. No under- 
writer. 

Hugoton Production Co., Kansas City 
Sept. & filed 130,698 shares ($1. par) common stock. 


Offering—To be offered along with Panhandle Eastern 
Pipe Line Co. common in exchange for Missouri-Kansas 
Pipe Line Co.'s common and class B capita] stock, at 
the rate of four shares of Panhandle common and two 


of Hugoton common for nine shares of Mokan common 
or 180 shares of Mokan class B stock. Underwriter— 
None. 
Idaho Maryland Mines Corp., San Francisco, 
Calif. 


Sept. 2 (letter of notification) 10,000 shares of common 
stock. Price—$2 each. To be sold by Errol MacBoyle. 
Underwriter—E. F. Hutton & Co., San Francisco. 

Indianapolis Power & Light Co. (10/19) 
Sept. 16 filed $40,000,000 of first mortgage bonds, due 
1979. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Blyth & Co., Inc.; W. C. Langley & Co.; White, Weld. & 
o., and Shields & Co. (jointly); Lehman Brothers, 
Goldman, Sachs & Co. and The First Boston Corp. 
(jointly). Union Securities Corp. Proceeds—To redeem 
$40,000,000 of outstanding bonds, with other company 
funds added to pay the premiums. Expected about 
Oct. 19. 

Insurance Co., of Florida, Miami, Fla. 
Sept. 7 (letter of notification) 12,000 shares ($10 par) 
common stock. Price—$25 each. Underwriter—Atwill 
& Co., Miami Beach. To complete formation of a stock 
insurance company. Office, 139 N. E. lst Street, Miami, 
Fla. 


@® Insurance Securities, Inc., Oakland, Calif. 
Sept. 26 filed 1,970 units of $1,000 single payment plan, 
series U, and 3,046 units of 1,200 accumulative plan, 
series E, 10-year participating agreements of Trust Fund. 
Underwriter—lInsurance Securities Inc. 


@ lowa-iilinois Gas & Electric Co. (10/25) 

Sept. 23 filed $10,000,000 of first mortgage bonds, due 
1979. Underwriter—To be decided under competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Blyth & Co., Inc.; Glore, Forgan & Co.; Harris, Hall & 
Co. (Inc.); Lehman Brothers; Harriman Ripley & Co.; 
Union Securities Corp., and White, Weld & Co. (jointly); 
Equitable Securities Corp.; The First Boston Corp.; 
Smith, Barney & Co. Proceeds—For electric and gas 
distribution facilities construction. Bids expected Oct. 25. 


Keller Motors Corp., Huntsville, Ala. 
May 10 filed 5,000,000 shares (3¢ par) common. Under- 
writer—Greenfield, Lax & Co., Inc., New York. Price— 
$1 per share. Proceeds — To purchase additional plant 
facilities, tools, dies, jigs, etc.; the balance for working 
capital. 
Kittanning (Pa.) Telephone Co. 
Sept. 14 (letter of notification) 3,000 shares of capital 
stock (par $25). Price, $45 per share. Stock will be of- 











fered Oct. 1 to stockholders of record Sept. 17 in ratio 
of one-for-eight. Rights expire Nov. 1, after which shares 
not subscribed for will be offered to employees and un- 
subscribed shares will be offered Nov. 8 to public in 
area in which company serves, Finance expansion pro- 
gram. No underwriting. 

@ Kresge (S. S.) Co., Detroit, Mich. 

Sept. 16 (letter of notification) about 7,230 shares of 
common stock, now owned by the Estate of Anna E. 
Kresge, deceased. Price at market. Underwriter—Wat- 
ling Lerchen & Co., Detroit. 


Lawyers Titie Insurance Corp., Richmond, Va. 
Sept. 9 filed 55,000 shares ($10 par) common stock. 
Offering—To be offered at $10 each to holders of 110,000 
outstanding common stock shares. Underwriter—None. 
Proceeds—To increase capital. 


Lee Oi! & Natura! Gas Co., Baltimore, Md. 
Sept. 12 (letter of notification) 596,000 shares common 
stock. Price 50c. Underwriter — Mitchell-Hoffman & 
Co., Inc., Baltimore. To acquire additional leases and 
for working capital. 

Lucky Stores, Inc., Oakland, Calif. 
June 27 tiled 400,000 shares ($1.25 par) common stock. 
Underwriter—Names by amendment. Proceeds—Shares 
being offered on behalf of Blair Holdings Corp. 


@ Magnet Cove Barium Corp., Houston, Texas 
Sept. 15 (letter of notification) 14,000 shares ($5 par) 
common stock. Price, $7 each. To be sold by Willard M. 
Johnson, President of the company. No underwriter. 
Office: 5001 Old Richmond Road, Houston, Texas. 


@ Maine Public Service Co. 

Sept. 27 filed 30,000 shares (par $20) preferred stock 
and 25,000 shares common stock (par $10). Underwrit- 
ers—Merril Lynch, Pierce, Fenner & Beane and Kidder, 
Peabody & Co. Offering—Common stock will be of- 
fered for subscription by stockholders on a one-for-six 
ratio with provision for oversubscription. Unsubscribed 
shares and preferred will be taken by underwriters. 
Proceeds—For construction. 





Maumee Oil Corp., Toledo, Ohio 


May 12 filed 8,000 shares (no par) common, of which 


only about 2,614 shares will be offered publicly at $100 
ver share. No underwriter. For general working cap- 
ital. SEC Sept. 23 issued a stop order suspending effec- 
tiveness of the registration statement. 

Mercantile Acceptance Corp. of California 
Sept. 8 (letter of notification) $100,000 4% 10-year de- 
bentures. Underwriter—Guardian Securities Corp., San 
Francisco. For general corporate purposes. 

@® Mid-West Airlines, Inc., Municipal Airport, 
Des Moines 
Sept. 21 (letter of notification) 2,100 shares (no par) 
capital stock. Price, $100 per share. No underwriter. To 
set up a certificated air line, 
@ Minute Maid Corp., New York 
Sept. 21 filed 120,000 shares of cumulative prior prefer- 
ence stock and 360,000 shares (10c par) common stock, 
to be reserved for conversion. Offering—Of the total 
prior preference shares, 116,440 will be reserved for 
subscription by holders of $2 preferred stock and com- 
mon stock at the rate of one share for each preferred 
share held and one share for each five common shares 
held. At the same time, holders of $2 preferred stock 
are offered the chance to exchange these shares for 
six shares of common stock. Underwriters—Paine, Web- 
ber, Jackson & Curtis; The First Boston Corp., and 
White, Weld & Co. Proceeds—To increase working cap- 


ital and reimburse the treasury for construction ex- 
penditures. 
Nazareth (Pa.) Cement Co. 


Sept. 7 (letter of notification) 3,059 shares of common 
stock. Price at market (about $12) to be sold by the 
Alden M. Young Co., Pine Orchard, Conn., through Day, 
Stoddard & Williams, New Haven, Conn.; Byllesby & 
Co., Philadelphia; Warren W. York & Co., Allentown, 
and H. B. Robeson, Nazareth. 


New Jersey Power & Light Co. 

June 9 filed 20,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to be determined 
through competitive !idding. Probable bidders: Kidder, 
Peabody & Co.; Smith, Barney & Co.; W. C. Langley & 
Co.; Lehman Brothers. Proceeds—Will be applied to the 
payment of the cost of, or in reimbursement of payments 
made for, construction of additions and betterments sub- 
sequent to April 30, 1949. Sale deferred until later this 
year. 


New York & Cuba Mail Steamship, New York 
June 17 filed 190,125 shares of 5.6% cumulative preferred 
($25 par) stock, which Atlantic Gulf and West Indies 
Steamship Lines is offering in exchange for its own 
preferred (5% non-cumulative $100 par) at the rate of 
one Atlantic share for three shares of Cuba Mail pre- 
ferred plus $25 in cash. No underwriting. 


New York Telecoin Corp., N. Y. City 
Aug. 26 (letter of notification) 1,100,000 shares of class B 
stock. Price—At par (5¢) to Telecoin Corp. stockhold- 
ers of record Sept. 6, 1949, on a pro rata share-for-share 
basis. Rights expire Oct. 6. Underwriter—None. Pro- 
ceeds—To be added to working capital. Office—12 East 
44th Street, New York, N. Y. 


@® Northern Ohio Teiphone Co., Bellevue, Ohio 
Sept. 23 filed 13,575 shares 442% cumulative preferred 
stock ($100 par). Underwriters—Lawrence Cook & Co. 
and Cunningham & Co., Cleveland. Price, par. Pro- 
ceeds—To reimburse company for funds spent to buy 
22.574 shares of common capital stock of Star Telephone 
Co., Ashland, Ohio. 


Orbisonia Water Co., Harrisburg, Pa. 
Sept. 14 (letter of notification) $21,000 4%4% closed 
first mortgage serial bonds. Price, par. Underwriter— 


Warren W. York & Co., Inc., Harrisburg. To pay off 
outstanding $9,500 of mortgage bends and improve prop— 
erties. 

Palestine Cotton Mills, Ltd. (10/5) 
June 29 filed American certificates for 318,050 ordinary 
(common) shares, one (Israeli) pound par value, of 
which 300,000 shares will be publicly offered. Under- 
writer—The First Guardian Securities Corp., New York. 
Price—$4.25 each. Proceeds—To expand weaving facil- 
ities, etc. 
@ Picturchaven, Inc., Los Angeles, Calif. 
Sept. 21 (letter of notification) 300 shares of 5% cumula= 
tive preferred stock. No underwriter. To develop facil- 


ities, build club, shops and other accommodations for 
stockholders. 


Power Petroleum Ltd., Toronto Canada 
April 25 filed 1,150,000 shares ($1 par) common of which 
1,000,000 on behalf of company ard 150,600 by New York 
Co., Ltd. Price—50 cents per share. Underwriters— 
S. G. Cranwell & Co., New York. Proceeds—For admin- 
istration expenses and drilling. Statement effective 
June 27. 

Public Service Co. of Indiana, Inc. 
Sept. 12 filed 81,744 shares of common stock (no par). 
Offering—To be offered to stockholders of Southeast- 
ern Indiana Power Co. in exchange for 5%% cumu- 
lative preferred stock (par $100) and common stock 
(par $10) on basis of 4% shares common Public Service 
for one preferred share Southeastern and 1% shares 
Public Service for one common share Southeastern. 
Underwriter—None. 


Resort Airlines, Inc. 

July 27 (letter of notification) 54,000 shares ($1 par) 
common stock, of which 50,000 shares offered by com- 
pany and 4,000 shares by George B. Wilkinson, Charlotte, 
N. C. Underwriter—Marx & Co., New York. Price— 
$5 per share. To be used for equipment and additional 
working capital in connection with the company’s air 
cruise service. Expected early in October. 


@ Rittenhouse Fund, Philadelphia 
Sept. 23 filed 10,000 participating units to be offered at 
the market. No underwriter. For investment. 


@® Skiatron Corp., New York 

Sept. 21 (letter of notification) 275,000 shares (10¢ par) 
common stock. No underwriter. To build and demon- 
strate pilot models of various inventions, provide labo- 
ratory facilities, technical equipment and _ personnel. 
Office, 381 Fourth Avenue, New York, N. Y. 


@ Sleepy Time Mattress, Inc., Las Vegas, Nev. 
Sept. 19 (letter of notification) 8,000 shares of 6% cumu- 
lative preferred stock ($5 par) and 2,000 shares ($5 par) 
common stock. To be offered in units of four preferred 
and one common share. No underwriter..For advertis- 
ing, equipment, supplies, etc. 

® Southern Discount Co., Atlanta, Ga. 


Sept. 19 (letter of notification) $250,000 of 5% subor- 
dinated debentures, series E. Price, par plus interest. 
No underwriter. For working capital and to reduce 


bank loans. Office, 220 Healey Building, Atlanta, Ga. 


Southern Fire & Casuaity Co., Knoxville, Tenn. 
Sept. 12 (letter of notification) 10,000 shares (no par) 
capital stock. Price, $8.50 each. Underwriters—J. C. 
Bradford & Co., Nashville; Elder & Co., Chattanooga; 
Strader, Taylor & Co., Lynchburg, Va., and Bullington- 
Schas & Co., Memphis. Proceeds—For expansion of in- 
surance business. 


Southwestern Associated Telephone Co. (9/30) 
Sept. 14 filed 10,000 shares of cumulative preferred stock 
(no par). Underwriters—Paine, Webber, Jackson & Cur- 
tis; Stone & Webster Securities Corp., and Rauscher, 
Pierce & Co., Inc. Proceeds—To repay advances from 
General Telephone Corp., used in connection with con- 
struction program. 


Sudore Gold Mines Ltd., Toronto, Canada 
June 7 filed 375,00C shares of common stock. Price—$1 
per share (U. S. funds). Underwriting—None. Proceed# 
—Funds will be applied to the purchase of equipment, 
road construction, exploration and development, 


@® Technical Fund, Inc., San Francisco 
Sept. 23 filed 300,000 shares capital stock (par $1). Un- 
derwriter—Calvin, Mendenhall & Co., San Franciseo. 
Price, market. Proceeds—For investment. 


United Minerals Reserve Corp., Chicago 
July 27 (letter of notification) 270,000 shares of common 
stock. Price—$1 each. Underwriter—Edward W. Ackley 
& Co., Boston. For development of mining properties. 


Upper Peninsula Power Co. 
Sept. 28 filed 154,000 shares of common stock (par $9). 
Underwriters—SEC has granted exemption from com- 
petitive bidding. An investment banking group man- 
aged by Kidder, Peabody & Co.; Merrill Lynch, Pieree, 
Fenner & Beane, and Paine, Webber, Jackson & Curtis, 
may be underwriters. Proceeds—Will go to selling stock- 
holders. Consolidated Electric & Gas Co. and Middle 
West Corp. will sell 120,000 shares and 34,000 shares, re- 
spectively. 
Utah Power & Light Co. (10/10) 

July 28 filed $5,000,000 first mortgage bonds, due 1979. 
Underwriters—Competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Salo- 
mon Bros. & Hutzler; Lehman Brothers and Bear, 
Stearns & Co. (jointly); Kidder, Peabody & Co.; Equi- 
table Securities Corp.; Union Securities Corp. and Smith 
Barney & Co. (iointly); Carl M. Loeb, Rhodes & Co., and 
E. H. Rollins & Sons (jointly). Proceeds—For construc— 
tion purposes. Bids—Bids for purchase of bonds wil 
be received up to noon (EST), Oct. 10, at Room 2033, 
2 Rector Street, New York. 
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Western Arkansas Telephone Co., 
Russeliville, Ark. 
Aug. 16 (letter of notification) 1,000 shares of 6% cu- 
mulative non-participating preferred stock (par $100 
per share). Underwriter—Lewis W. Cherry Co., Little 
Rock, Ark. Proceeds—To pay indebtedness for equip- 
ment and supplies. 


Western Oil Fields, Inc., Denver, Colo. 
May 19 (letter of notification) 800,000 shares of common 
capital. Price, 25¢ per share. Underwriter—John G. 
Perry & Co., Denver, Colo. For working capital and 
drilling of wells. 


@® York (Pa.) County Gas Co. 

Sept. 23 (letter of notification) 6,000 shares of common 
stock (par $20). To be offered for subscription by stock- 
holders of record Oct. 14 in ratio of 1/5th of a new share 
for each share heid, at $50 per share. Rights expire 
Nov. 1. For improvements, extensions, etc. Not under- 
written. 


Prospective Offerings 


Carolina Power & Light Co. 

Sept. 17 reported company expects to raise another $20,- 
000,000 through the sale in 1950 or 1951 of securities, 
principally bonds in addition to 30,000 shares of $5 pre- 
ferred stock and 200,000 shares of common stock ex- 
pected to be offered this month. Proceeds will be used 
to complete the company’s scheduled $45,000,000 con- 
struction program.’ 


Central Hudson Gas & Electric Corp. 

Aug. 11 requested SEC authorization to issue and sell 
$6,000,000 of convertible debentures. Probable bidders: 
Union Securities Corp, Salomon Bros. & Hutzler and 
Spencer Trask & Co. (jointly); First Boston Corp.; 
Drexel & Co. and Stroud & Co. (jointly); White Weld & 
Co. and Stone & Webster Securities Corp. (jointly); 
W. C. Langley & Co.; Harriman, Ripley & Co.; Shields 
& Co. Proceeds—For retirement of short-term loans in- 
curred for plant construction. Expected in November. 


@ Central Maine Power Co. 

Sept. 22 company applied to the SEC for authority to 
sell three securities issues under competitive bidding, 
viz. $5,000 000 series S first and general mortgage bonds, 
due 1979; 30,000 shares ($100 par) dividend series pre- 
ferred stock; and 200,548 shares ($10 par) common stock. 
The common stock shares will be subject to prior sub- 
scription rights held by holders of Central Maine’s out- 
standing 6% preferred stock and cortmon stock. New 
England Public Service Co. (parent), holder of 66.53% 
of the outstanding common stock, will waive its right 
to the new offering of common stock. Proceeds of the 
financing will be used for construction and other cor- 
porate purposes, including payment of bank loans. 
Probable bidders—Bonds: Halsey, Stuart & Co. Inc.; 
White, Weld & Co.; Blyth & Co. and Kidder, Peabody 
& Co. (jointly); Coffin & Burr and The First Boston 
Corp.; Otis & Co. Preferred: Salomon Bros. & Hutzler; 
Harriman Ripley & Co.; W. C. Langley & Co.; Blyth & 
Co., Inc., and Kidder, Peabody & Co. (jointly). Com- 
mon: Blyth & Co.. Inc., and Kidder, Peabody & Co. 
(jointly); Harriman Ripley & Co. 


@® Chesapeake & Ohio Ry. (10/19) 

Sept. 27 reported company planning issuance of $3,600,- 
000 equipment trust certificates, to mature semi-an- 
nually over 15 years. Probable bidders: Halsey, Stuart 
& Co. Inc.; Harris Hall & Co. (Inc.); Salomon Bros. & 
Hutzler; Harriman Ripley & Co. and Lehman Brothers 
(jointly). Bids expected Oct. 19. 


Chicago Mil. St. Paul & Pacific RR. (10/3) 
The company will receive bids up to noon (CST), Oct. 3, 
for the purchase from it of $4,500,000 equipment trust 


certificates, series KK, to be dated Oct. 1, 1949, and to 
mature $150,000 semi-annually, April 1, 1950-Oct. 1, 1964. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lee Higgin- 
son Corp.; Salomon Bros. & Hutzler; Harris, Hall & Co. 
(Inc.); Harriman Ripley & Co. and Lehman Brothers 
(jointly ). 


® Detroit Edison Co. 
Sept. 27 company announced that it is preparing for 
further financing of its construction program. Subject 
to authorization by the Michigan P. S. Commission, the 
financing will include an offering of additional stock 
(about 700,000 shares) to stockholders at par on the 
basis of one share for each 10 shares held. It is also 
planned to issue approximately $40,000,000 non-convert- 
ible debentures. 

Probable bidders for debentures: Halsey, Stuart & 
Co. Inc.; Coffin & Burr, Inc. and Spencer Trask & Co. 
(jointly); The First Boston Corp.; Dillon, Read & Co. Inc. 


Erie Railroad (10/11) 
The company will receive bids up to noon (EST) Oct. 11 
at its office, Cleveland, for the purchase from it of 
$4,300,000 equipment trust certificates, maturing in one- 
to ten years. Probable bidders: Halsey, Stuart & Co. Inc.; 
Salomon Bros. & Hutzler; Harris, Hall & Co. (Inc.); 
Harriman Ripley & Co. and Lehman Brothers (jointly). 


Gulf States ‘Utilities Co. 

Sept. 27 reported company may seil next month $10,- 
000,000 first mortgage bonds. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler and Union 
Securities Corp. (jointly); Lehman Brothers; Merrill 
Lynch. Pierce, Fenner & Beane; Kidder, Peabody & Co. 
and White, Weld & Co. (jointly); Stone & Webster 
Securities Corp.; The First Boston Corp. 


® Gulf States Utilities Co. 

Stockholders at an adjourned meeting Oct. 5 will vote 
on creating 60,000 shares of new preferred stock, $100 
par value, the proceeds to be used to finance construc- 
tion. Stock may be placed privately with insurance 


. companies at par. 


@ Illinois Central RR. 

Sept. 22, possible that road might sell $25,000,000 of 
new consolidated mortgage bonds and use the proceeds, 
along with $10,000,000 in cash, to ,call $35,000 000 of 
40-year 434% debentures of 1966. Probable under- 
writers include Kuhn, Loeb & Co. 


® Illinois Power Co. 

Sept. 27 directors authorized issuance of 239,601 shares 
of common stock to finance construction. Stock would 
be offered to common stockholders in the ratio of one 
share for every eight held. The price and offering and 
record dates are to be determined later. 


@® Interstate Power Co. (11/1) 

Sept. 26 company filed with SEC an application to seil 
300,000 additional common shares. It is expected tnat 
the proposed offering will go into registration by Oct. 
10 and that competitive bids for it will be taken about 
Nov. 1. Proceeds from the sale will be used to finance 
the utility’s construction program. 


@ Kansas City Southern Ry. (10/13) 

Sept. 27 reported company planning sale of $1,200,000 
equipment trust certificates, to mature semi-annually 
over 15 years. Probable bidders: Halsey, Stuart & Co. 
Inc.; Harris, Hall & Co. (Inc.); Salomon Bros. & Hutzler. 
Bids expected Oct. 13. 


@ New England Electric System 

Sept. 26 company advised the SEC that it plans the sale 
this year of 669508 additional shares of common stock, 
and the sale in 1951 of $7,365,000 convertible preferred 
stock and $5.000,000 in debentures. An underwritten 
offer of the common would be made to present common 
stockholders on a one-for-ten ratio. Proceeds would be 
for construction. 


New York, Chicago & St. Louis RR. (10/18) 
Sept. 27 company expects to sell at competitive bidding 
$3,450,000 equipment trust certificates about Oct. 18. 
Probable bidders—Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler; Harris, Hall & Co. (Inc.); Harriman 
Ripley & Co., and Lehman Brothers (jointly). 


Northern Pacific Ry. (10/14) 
Sept. 14 reported that company probably will be in the 
market about Oct. 14 with a relatively small offering of 
equipment trust certificates. Probable bidders: Halsey, 
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Harris, Hall 
& Co. (Inc.); Harriman Ripley & Co. and Lehman 
Brothers (jointly). 


Northern States Power Co. (Minn.) 

Aug. 10 company requested SEC authorization to sell 
from 1,357,918 to 1,584,238 shares of its common stock, 
no par value. It is intended to make the initial pro 
rata offering to present common stockholders. Probable 
underwriters: Smith, Barney & Co.; White Weld & Co. 
and Glore, Forgan & Co. (jointly); Lehman Brothers and 
Riter & Co. (jointly). Proceeds—To be used to retire 
$15,000,000 of 2% promissory notes due on or before 
Dec. 30, 1949. 


Pennsylvania Electric Co. 
Sept. 15 company has asked SEC authority to issue and 
sell competitively $11,000,000 first mortgage bonds and 
70,000 shares preferred stock. Probable bidders for pre- 
ferred: Kuhn, Loeb & Co.; Kidder, Peabody & Co.; 
Smith, Barney & Co.; White, Weld & Co.; W. C. Langley 
& Co. For bonds: Halsey, Stuart & Co. Inc.; Harriman 
Ripley & Co.; The First Boston Corp.; Equitable Secu- 
rities Corp. 

Public Service Electric & Gas Co. 
Sept. 8 reported company expects to be in the market 
later this year with $25,000,000 new cumulative pre- 
ferred stock (par $100) Company has applied to the 
New Jersey Board of Public Utility Commissioners for 
authority to make this offering. Probable bidders: Mor- 
gan Stanley & Co.; Union Securities Corp. and White, 
Weld & Co. (jointly). 


@® Texas & Pacific Ry. (10/13) 

Company will receive bids up to noon (EST) Oct. 13 
at Room 2216, 233 Broadway, New York, for the pur- 
chase from it of $2,300000 equipment trust certificates, 
series G, dated Nov. 1, 1949, due $230,000 annually Nov. 
1, 1950-59. Probable bidders: Halsey, Stuart & Co. Ine.; 
R. W. Pressprich & Co.; Kidder, Peabody & Co.; Harri- 
man Ripley & Co., Inc. and Lehman Brothers (jointly); 
Salomon Bros. & Hutzler; Harris, Hall & Co. (Inc.). 
Expected about Oct. 13-14. 


® Union Electric Co. of Missouri 
Sept. 26 company applied to the SEC for authorization 
to sell 150,000 shares of preferred stock on a competitive 
basis. The money will be used in a construction program 
calling for the expenditure of more than $145,000,000 
before the end of 1953. Probable bidders: Dillon, Read 
& Co. Inc.; Blyth & Co., Inc.; White, Weld & Co. and 
Shields & Co. (jointly); The First Boston Corp.; Lehman 
Brothers. 
@® Western Light & Telephone Co., Inc., Kansas 
City, Kansas 
Sept. 23 Arthur L. Mullergren, President, announced that 
company contemplates to offer approximately 15 000 
shares of common stock, which will first be offered to 
the present common stockholders, and first mortgage 
bonds and debentures. Net proceeds will be used to 
finance construction program through 1950. 


@ York County (Pa.) Gas Co. (10/3) 
Pennsylvania Gas & Electric Corp. is inviting bids for 
the purchase from it of 4,506 shares of common stock 
($20 par) of York County Gas Co. Such bids will be 
received by Pennsylvania Gas & Electric Corp., at Room 
803, 15 Exchange Place Jersey City, N. J., up to 11:30 
a.m., on Oct. 3, 1949. Probable bidders: A. C. Allyn & 
Co.; Kidder, Peabody & Co. 








News About Banks and Bankers 


(Continued from pa ge 16) 


rooms for occupancy in the early 
part of 1950, according to an an- 
nouncement by Edward N. Islin, 
Vice-President in charge of the 
bank’s Newport News office. 


* % *% 


The death of Charles F. Barrett, 
senior director of the Fifth-Third 
Union Trust Co. of Cincinnati, 
died on Sept. 13. Mr. Barrett, is 
is learned from the Cincinnati 
“Inquirer,” was also retired Super- 
intendent of the Cincinnati Rail- 
way Express Agency, with which 
he had been identified for more 
than 50 years, following in his 
father’s footsteps. 


* % % 


A modernization program in the 
quarters occupied by the Citizens 
National Bank & Trust Co. of 
Piqua, Ohio, is now under way, 
and it is announced that the re- 
modeling is to completed in ap- 
proximately six months. Bank 
Building and Equipment Corp. of 
America has beer engaged to do 
the work, and the bank announces 


that the new banking facilities | 


will enable it to handle present 
business more promptly; also, it 





is stated, it will be possible to 
expand the banking services pres- 
ently available and to improve 
those now in existence. The bank 
was establish in 1865. A. L. Flesh 
is President. 

* 2 * 


The election by the directors of 
Oscar A. Schultz as Vice-Presi- 
dent of the Marquette National 
Bank of Minneapolis, has been an- 
nounced by President Russell L. 
Stotesbery of the Marquette Na- 
tional. The Minneapolis “Star” of 
Sept. 15, in indicating this, added: 

“Mr. Schultz wiH continue as 
President of the Bank of Com- 
merce & Savings in Duluth until 
the first of the year, when his 
successor will be named. He has 
been an official of banks in Mon- 
trose, Mahtowa and Mvcose Lake, 
Minn., and was associated with 
“a. bank during 1946 and 
1947.” 


% * * 


Harold S. Reeder, former Vice- 
President and director of the 
First National Bank, Paris, has 
been elected Vice-President of the 
Mercantile National Bank at Dal- 








las, Milton Brown, President, an- 


nounced Sept. 17, according to the 
Dallas “‘Times Herald” of Sept. 18. 
* ok x 

E. C. Coombs, formerly Exec- 
utive Vice-President of the old 
Telegraphers’ National Bank, has 
been elected a Vice-President of 
American Exchange National 
Bank, according to the St. Louis 
“Globe Democrat” of Sept. 24. 

w Sa K 

The election of John F. Hallett 
as Vice-President of the First Na- 
tienal Bank in St. Louis was an- 
nounced on Sept. 13, the “Globe- 
Democrat” of that city reported. 
Mr. Hallett was formerly Assist- 
ant Vice-President and territorial 
officer of the Chemical Bank & 
Trust Co. of New York; earlier 
following his graduation from 
Yale University he was employed 
by the New York Trust Co. where 
he eventually held the post of As- 
sistant Treasurer. He will assume 
his new duties with the St. Louis 
bank on Oct. 1. 


* * * 


Noel Rush, -President of the 
Lincoln Bank and Trust Company, 
Louisville, Ky., was elected a di- 
rector of the Louisville Braneh of 
the Federal Reserve Bank of St. 
Louis at a meeting of the board 





of the parent bank on Sept. 22. 
Mr. Rush was chosen to fill the 
unexpired portion of the term of 
Wallace M. Davis, whose resigna- 
tion as director of the branch be- 
comes effective Oct. 1, 1949. 
* * * 


According to the Atlanta “Con- 
stitution’”’ of Sept. 18, the Bank of 
Atlanta, at Atlanta, Ga., has be- 
come a Citizens & Southern Bank 
in name as well as in fact. The 
paper quoted went on to say in 
part: 

“With approval of the State 
Banking Department, it will be 
known hereafter as The Citizens 
& Southern Bank of Atlanta, ac- 
cording to a joint announcement 
yesterday by George R. McKin- 
non, President of the Citidens & 
Southern Bank of Atlanta, and 
Mills B. Lane, Jr., President o* 
the Citizens & Southern Nationa 
Bank, with which it is affiliated.’ 


* *% * 


Allen N. Stainback, a former 
Vice-President and Trust Officer 
of the Alamo National Bank of 
San Antonio, Texas, was appointed 


Senior Assistant Trust Officer of | 
Bank of, 


the Barnett National 
Jacksonville, Fla., at the Sept. 13 
meeting of the directors. An- 
nouncement of this was nade by 


W. R. McQuaid, President of the 
Barnett National, says the “Flori’a 


Times Union,’ which likewise 
stated: 
“His (Mr. Stainback’s) initial 


experience in the trust field was 
gained at the Bank of the Man- 
hattan Company in New York 
City. From 1931 until early in 
1948 he was Trust Officer of the 
County Trust Company of White 
Plains, N. Y., serving also as Vice- 
President from 1936. During this 
period he studied trust adminis- 
tration at the American Bankers 
Association’s Graduate School of 
Banking at Rutgers University. 
a * * 

Announcement of the election of 
Vernon Wooten as Vice-President 
of the Trust Co. of Georgia, at 
Atlanta, was made by President 
Marshall B. Hall on Sept. 13. 
From the Atlanta “Constitution” 
it is learned that Mr. Wooten, who 
/ has been associated with the com- 
pany for 25 years, has served in 
various capacities, and prior to his 
present promotion had been As— 
sistant Vice-President for seven 
years. He will be in charge of the 
new West Peachtree office of the 
|trust company which will be 
opened in October 
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The Cult of Getting 
Something For Nothing 


(Continued from page 8) 

6 days for which they were) Babies are being born at the rate 
ing full pay for giving no work| of about seven per minute. Our 
population, 
deaths, is increasing at 200,000 per 
'month. To take care of these 
people, we must have more fac- 
tories, more stores and more busi- 
ness. Today it requires an invest- 
ment of $6,000 in land, buildings, | 
machinery and working capital to 
provide a job for one more man. 
This means that the work of Wall 
Street should now be encouraged 
by the Truman Administration. 


G 
> 


eturn. 


Reasons for Unemployment 


is true that we now have un-| 
yloyment and high prices; but 
; is largely due not so much 
high wages as to the attempt 
yeople to get pay for time when 
ey do not work. Main Street to- 
needs a Commission which 
1 cut the fraud out of labor 
on practices, as Wall Street in 
9 needed a Commission to cut 
t! fraud out of bankers’ prac- 
2s. Certainly, some labor lead- 
are trying to get their unions 
mething for nothing.” 
Chere, of course, are other rea- 
is for unemployment and high 
ces. Among these I mention 
umecessary government expendi- 
es, huge business-killing taxes, 


ne false attitude of Congress as) 


depreciation charges, the double 
cation on dividends, and the 
adicap of the small businessman 
get a start and compete with 
i¢ business. Remember this: If 
ere was a tax of 100% on what 
» save, we would save nothing. 
Conversely, the lower the taxes, 
‘he harder we work and the more 
» save to invest in new indus- 
es to make more jobs. 


ore Jobs Require More Capital 
The discouragement of Wall 


-anadian Inv. Dealers 
Sponsor Lectures 


TORONTO, ONT., CANADA— 
*n Wednesday night lectures on 
fow to Invest Your Money” will 
given at the University of To- 
nto beginning Oct. 12. The 
urse being offered in co- 
eration with The Education 
mmmittee of The Investment 
ealers’ Association of Canada. 
emand for advice on wise in- 
*sstment procedure has increased 
iarply since the war.  Invest- 
vent dealers report there are now 
37,000 Canadians with a bank bal- 
ice of more than a $1,000 each— 
»0ut four times as many as in 
139. 
Since women control a large 
ercentage of these funds, the 
niversity course will be On a co- 
educational basis. There will be 


1S 


9 admission requirements other | 


than a small fee to cover the cost 
f printing and no examinations. 


The course will cover such 
9ints how to buy and sell 
scurities, both listed and un- 
sted: how the stock market func- 
ons; the difference between 
onds, preferred stock and com- 


ion stocks and how the investor 
lay 
1e greatest opportunity for profit 
ad security. 

The lecturer, E. C. V. Arnold, 
oronto Investment Counsel, will 
xplain in simple terms how the 
iavestor may understand a bal- 
nce sheet or an income account. 
me lecture will deal with the 
ffect of changes in business pros- 
erity on stock market prices and 
1e possibility of using these 
hanges for buying cheap and 
elling dear. Students will learn 
omething of the dangers to be 
voided in speculation and will be 
astructed on methods for choos- 
ng a well-balanced group of se- 
urities. 

The lectures will be given in 
toom 102 of the University’s new 
Aechanical Building. Application 
hould be made to the Department 
ff Extension at the University. 


as 


should, 
good stocks and help provide the 
money for more machinery and 
for more jobs. This could be done 
by Congress eliminating the pres- 
ent double taxation on dividends. 
It also would help to have any in- 
come you get from dividends un- 
, der $1,000 to be exempt from tax- 
ation. Those who love their work 
and save money usually become 
employers of others; 
who want short hours and “mod- 
ern living” will always work for 
others and, at times, suffer from 
unemployment. Moral: “Live over 
your store or business and keep 


reet is hurting employment. 


after deducting all 





Every reader of this -column 
at the right time, buy 


but those 








it open from 7:00 am. until 
9:00 p.m,” 
Our 
| Reporter’s 
| R 
| eport 
l i =I 


choose between them with) 








not find themselves taxed even 
modestly by such new business as 


month. 


Revenue Bonds Sell Fast 


The week was enlivened, of 
course, by yesterday’s marketing 


Turnpike Commission 
bonds, maturing in June, 
carrying a 2.90% coupon and 
floated at a net cost of 2.986% to 
maturity. 


Priced at par and accrued in- 
terest, the bends encountered an 
aggressive demand which made 
for quick sale and lifted the is- 
sue to a premium of ™% point on 
the bid side. 


speed toil road. 
Awaits Board’s Ruling 


Co., for example, no longer 


bidding. 

However, the company must 
obtain the consent of the N. J. 
Board of Public Utility Com- 
missioners before it can seek to 
negotiate for the sale of $25,- 
000,000 of proposed new 


future. 





























The new issue market, at least 


so far as corporate bonds are con- 
cerned, shows little immediate in- 
dication of getting off the “dead- 
center” 


position it has occupied 
since before Labor Day brought 
the summer season officially to a 
close. 


True there has been some re- 
awakening in the equity section 
of the money market and things 
appear to be looking up where 
preferred and common stocks 
are concerned. But despite the 
decidedly strong undertone ap- 
parent in the seasoned bond 
market, and particularly among 
issues sold in recent months, 
corporate debt financing has 
been slow to revive. 


It may be that corporate fi- 
nance officers are inclined to 


“wait and see” what further ac-| 


tion the Federal Reserve Board 
and the Treasury may take in the 
direction of credit-easing before 
entering the market for new capi- 
tal or possible refinancing. 


Yet it hardly seems likely that| 


anything further these agencies 
might do would go far toward 
cutting the cost of corporate bor- 
rowing. 

Certainly credit is available 
in almost unlimited quantity 
and money rates reflect quite 
adequately this plethora of 
funds, as witness the substan- 
tial premiums ruling for many 
bond issues and senior stock of- 
ferings brought out last spring 
and summer. 


But underwriting bankers do | 


Tennessee Gas Transmission 


Transmission Co.’s 


of the potential buyers. 


shares of new common at 3014 
and 100,000 shares of 4.65% 
cumulative preferred stock 


thority cleared the atmosphere) 
legally for that agency’s projected 
undertaking which ultimately will | 
involve the sale of some $200,000,- | 
000 bonds for a cross-state high- 


quirements of the Public Utility | 
Holding Company Act probably | 
relieves a utility operating com-| 
pany of a great deal of its troubles. | 
But it does not make them foot- 
lose and fancy-free by any means. 

Public Service Electric & Gas 
is 
bound by the federal statute that 
is so far as seeking approval of 
the Securities and Exchange Com- 
mission for exemption of a pro- 


posed bond issue from competitive 


pre- 
ferred stock to bankers. It hopes 
the board’s decision on its re- 
quest will be in hand in the near 


Bankers brought out 400,000 


priced at $103.50. The common 


developed since the turn of the) 


‘in dealer 


steck was quickly dispesed of | Co. of Kansas City for which 


and the preferred moved out 
rapidly. 

But at midweek it was reported 
circles that small 


‘amounts of the preferred could 
still be obtained, by shopping, at 
less 14. 


of $77,500,000 of Pennsylvania, 
revenue | 
1988, | 


Slow Week Ahead 
The forthcoming week holds 


little promise of any real pickup 
| in new financing activities by cor- 
| porations. There are two offerings 


in prospect, 


one involving $4,- 


|500,000 of equipment trust cer- 
\tificates for the Chicago, Mil- 
_waukee, St. Paul and Pacific Rail- 


| 
| 
| 


| 
| 


Getting out from under the re-| 


Investors took up Tennessee Gas 
$22,000,000 of 
preferred and common stock in a 
manner which indicates that there 
is a good demand around for equi- 
ties that come up to specifications 





SITUATIONS WANTED 





2 TRADER 


Experienced all phases un- 


listed securities—special sit- 
De- 
| Box 


uations—has clientele. 


sires new connection. 


| 


X29, “Commercial & Finan- 
ciat Chronicle,’ 25 Park 
Place, New York 8, N. Y. 


PU 


POL 


SLUCTONEUUUUUEEOOOUOSOREUOOOEEROUUEOOESOE TEEN ELS 


. 











AVAILABLE 
FIRST TIME 


Man, in early forties, with twenty- 
eight years experience — back- 
ground of managerial trading— 
capable to handle syndicate and 
salesmen — possesses 
reputation and references. 
Box B 929, 

Commercial & Financial Chronicle, 
25 Park Place, New York 8, N. Y. 


excellent 


| 













Meanwhile a court ruling sought; way, due up for bids on Monday. 
by the New Jersey Turnpike Au-| 


The other prospective issue is 
$18,000,000 of new first mort- 
gage bonds for the Gas Service 





DIVIDEND NOTICES 
er EE ET TNS 
CONSOLIDATED TEXTILE CO., INC. 





September 21, 1949 
NOoTICce oF DivipEND No. 16 

The Board of Directors of 
Consolidated Textile Co., Inc., at 
a meeting held on September 21, 
1949, declared 20¢ per share as a 
quarterly dividend on the Capital 
Stock of the Corporation, payable 
October 13, 1949, to stockholders 

of record September 30, 1949. 
R, W. GLEASON, 

Secretary 














ELEVATOR 
COMPANY 





Divip—END No. 168 
A dividend of $.50 per share on 
the no par value Common Stock 
has been declared, payable Oc- 


COMMON 





—— =] 
Am OTIS | 


bids will be opened on Tuesday. 


The latter undertaking promises 
to be the center of spirited com- 
petition with six groups reported 


in the running. The original term 
specified for the bonds, 25 years, 
has been cut to 20 years, with a 
2% annual sinking fund. 





DIVIDEND NOTICES 








UNITED STATES SMELTING 
REFINING AND MINING COMPANY 
The Directors have declared a quarterly 
dividend of 134% (87% cents per share) on 
the Preferred Capital Stock payable on Octo- 
ber 15, 1949 to stockholders of record at the 
close of business October 1, 1949. No dividend 
was declared on the Common Stock. 
FRANCIS FISKE, 
Treasurer, 


——_____ 5» 





September 22, 1949 











The Weatherhead Company 


A quarterly dividend of $1.25 
per share has been declared by 
the Board of Directors on the 
outstanding Preferred Stock of 
the Company, payable October 
14, 1949, to stockholders of 
record at the close of business 
on October 3, 1949. 
MORRIS H. WRIGHT 
Vice President 
August 26, 1949 
Cleveland, Ohio 











NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 
A 









The Board of Directors has de- 
clared a quarterly dividend of 














tober 28, 1949, to stockholders of 
record at the close of business on 
October 3, 1949. 

Checks will be mailed. 


Bruce H. WALLACE, Treasurer 
New York, September 21, 1949. 

















GOODFYEAR 


DIVIDEND NOTICE 


The Board of Directors 
has declared today the fol- 
lowing dividends: 
$1.25 per share for the fourth 
quarter of 1949 upon the $5 
Preferred Stock, payable De- 
cember 15, 1949 to stockhold- 
ers of record at the close of 
business November 15, 1949. 
$1.00 per share upon the 
Common Stock, payable De- 
cember 15, 1949 to stockhold- 
ers of record at the close of 
business November 15, 1949. 
The Goodyear Tire & Rubber Co. 

By W. D. Shilts, Secretary 
Akron, Ohio, September 26, 1949 





















50c per share on the outstanding 
Common Stock, payable on 
November 1, 1949, to stockholders 
of record on October 11, 1949. 
The transfer books will not close. 

; THOS. A. CLARK -- 
September 22, 1949. Treasurer 
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The Board of Directors 
has declared a regular 
quarterly dividend of fifty 
cents (50¢) per share on the 
Common Stock, payable 
November 15, 1949, to 
stockholders of record at 
the close of business Octo- 
ber 28, 1949. 


EDWARD BARTSCH 
President 
September 20, 1949 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 





aN 


The Chase National Bank of the City of 
New York has declared a dividend of 
40c per share on the 7,400,000 shares of 
the capital stock of the Bank, payable 
November 1, 1949 to holders of record 
at the close of business October 6, 1949. 

The transfer books will not be closed 


in connection with the payment of this 
dividend. 


YY 


A. J. EGGER 
Vice President and Cashier 
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Washington... | 


And You] 


Behind -the-Scene Interpretations 
ae from the Nation’s Capital 


a 





WASHINGTON, D. _C.—After the dust has settled for over 10 
days on the American-British-Canadian monetary conference and 
sterling devaluation, it has been possible, by checking various sources 
around this de facto world capital, to get what seems to be a reliable 
evaluation of the significance of® 
that conference and dispel a lit-; It is not anticipated that a new 
tle of the confusion of a week ago. trade agreements act conference 

The significance of this confer-| with Britain in the near future is 
ence is reported to be far greater in the works. No import duty re- 
in its long-run than in its short- | ductions by agreement are pend- 
run prospects. | ing, beyond the 10-country pro- 

Short-run, the high sounding | 8tam_ which has been anticipated 
resolves of the Joint Communi- | any day. It is impractical politic- 
que actually contributed little | ally for the Truman Administra- 
to narrowing the dollar gap of | tion, in advance of the 1950 elec- 
the sterling area. The provision | tions, to pull such a spectacular 
for employment of ECA dollars | Stunt as to offer further important 
for “offshore” purchases, as for | ‘trade concessions on British mer- 
the purchase by Britain of Ca- |Chandise. Likewise it is probably 
nadian wheat, is the only impor- |impractical for the British Gov- 


ernment, which is waiting to set 
aa nme the dole cap. |the date for the British general 


elections, to engage in such a 
large undertaking. 


This, hence, leaves the impli- 
cation that if the Truman Ad- 
ministration retains a majority 
in Congress as a result of the 
’50 elections, and the Laborites 
are returned to power in Brit- 
ain, then the twe governments 
will settle down to make a 
rather large bargain in the way 





Hence there is an element of 
truth, it is said, to the interpreta- 
tion that the grand international 
conference with all its panoply 
and attention, did have the effect 
of providing something of a the- 
atrical stage for the devaluation, 
to emphasize its importance and 
mecessity. In this connection the) 
seemingly vague general prom- 
ises of the United States to go - 
partners with Britain on eco- | of reduced trade barriers. 
nomic affairs, helped to make the, It is not beyond the realm of 
devaluation a little less acrid to| possibility that the Administra- 








the British taste. To that extent it| tion may give the public some 


may help ease the sales problem | clear indication of such an inten- | sphere ere times, geatiomen, when | thik Gist seme of us 
| ’ ’ 


have a tendency to deviate a trifle from the business at hand!’’ 


of the Laborite Government. tion prior to the 1950 election, in 

So the problem of narrowing |°rder that the issue may be de- 
the dollar ‘ate is still the prob. | cided in that election. On the | 
lem of the British Government.|°ther hand, the Republicans on| 
There is no assurance that the/| their own initiative may raise the| 
steps Britain has taken and will]| tariff to a paramount election is-| 
take or it is hoped she will take|Sue and 


. | ie a” = sas. . ‘ . _| 
will provide the desired sterling roe initiative by the Admin 
| . 


stability. * * * | 
, the is | 4 é 

etal’ tain Gat thes | Another commitment which the} 

will. It is believed that the | U- S. made was to encourage in- 


vestments. The White House’s 
determination to get the proposed 
Point IV investment guarantee 
enacted, unexpectedly brought 
that proposition back to life. In 
both House and Senate Banking 
Committees, initial sentiment was 
highly critical toward this plan, 
which involved proposed legisla- 
tion to give the Export-Import 
Bank authority, without limits or 
conditions of any kind, to guaran- 
tee in any way it chose, U. S. pri- 
vate business investments. in 
“backward areas.” Many of these 
areas are still under the control 
of the British Empire. 


In the Senate Banking Com- 
mittee meeting a week ago, 
Senator Scott Lucas, the Ma- 
jority Leader, unexpectedly ap- 
peared to ask the committee to 
pass the investment guarantee. 
The committee had not previ- 
ously planned to take up that 
bill a week ago or this year at 
all. Very surprisingly the com- 
mittee immediately reported out 
the bill unanimously. 

Nevertheless, it is not expected, 
according to Chairman Maybank, 
that the bill will be passed this 
year. A delay until next year is 


British decision to go all the 
way down to $2.80 for the new 
value of the pound, impressed 
efficials here. Such a sharp 
drop took courage. “It was do- 
ing the job right.” If the Brit- 
ish do other things, such as 
unblocking foreign balances in 
sterling, there is every reason 
to hope net only that the short- 
run problem will be met (Brit- 
ish organized labor not rebel- 
ling too much) but that Brit- 
ain’s foreign balances might in- 
crease in a flow of capital to 
Lendon. 


e x ae 


Long-run, it is suggested, the 
ABC conference was of consider- 
able significance. 


On the long-run side, what the 
VU. S. Government pledged itself 
to do was to prepare over the 
course of the years to take a 
large increase in merchandise im- 
ports from Britain, insofar as 
lowering import barriers would 
facilitate this. At the same time 
the U. S. agreed to facilitate the 
export of investment capital. 
Both these commitments were a 
Promise to the British “to act as 
a creditor nation.” 


‘perhaps make unneces-| 





believed agreeable to the Admin- 
istration. The Administration has 
not itself decided the details of 
the terms, premium charges, in- 
terest rates, types of contracts, 
etc., it wants to employ under this 
investment guarantee. So next 
year will be time for the legisla- 


It is not so much in specific 
sentences and paragraphs of the 
Joint Communique that this ap- 
peared, as in the whole weight of 
that document. The entire docu- 
ment, it was pointed out, moved 
im that direction. 





Hence in the next few years tion, but the Administration 
this government will not only | wanted to show Congressional 
enter into negotiations with the | support. 


United Kingdom for still lower 
duties, but will remove admin- 
istrative impediments to the 


import of goods, by administra- | 
tive action where that is suf- 
Ticient, or by legislation, if that 


« 


Notwithstanding this, how- 
ever, the Administration is re- 
ported to have some rather 
definite ideas of projects in 
Africa and elsewhere which 
could be financed with private 
U. 8S. eapital, and one day not 








too many months hence, may let 


BUSINESS BUZZ 


was what Professor Truman has 
all but claimed he is doing. 


What Doctor Simeon E. Le- 
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, land of Northwestern University 

told the subcommittee was a re- 
_ markable achievement, was that 
| 12 or 13 professors actually got 
| tegether and agreed on a re- 
| port. The report was authorized 
by the professors under the aus- 
pices of the National Planning 
| Association, The repert boiled 
| dewn to this: In boom times the 
| government should raise taxes 
and spend less..In times of re- 
| 





cession the government should 
spend more and tax less. Three 
professors were on hand to ex- 
plain this profound document, 


Senators asked how would you 
determine when a depression was 
coming and when a boom. That 
occasioned no end of confusion 
/among the professors. Finally one 
of them said he supposed you 
would use some sort of an index, 


Not satisfied, a senator then 
| asked what a senator should do 
| now if he had the powers the 
professors recommended. 
Should he vote legislation as 
though a boom were coming or 
as though there was a depres- 
sion. The embarrassment, the 
confusion of the professors, was 
even more intense. 


| Senators explained that matters 
like raising taxes and cutting ex- 
penditures were sometimes po- 
litical questions and difficult to 
operate in the realm of pure eco- 
| nomic theory. The professors said 
| yes, they understood that there 
| were some real, practical prob- 
|lems. However, one of the pro- 
| fessors came up with an inspira- 
| tion. By enacting the Legislative 
| Reorganization Act with its pro- 























private capital know what these 
projects are. 


* & 


In return for this promise to re-| 
move impediments to British mer- 
chandise and encourage the in- 
vestment of U. S. money, the Ad-| 
ministration is said to feel that it} 
has obtained a long-run benefit} 
from Britain. The Joint Commu-| 
nique by the weight of its lan- 
guage, also appears to commit the 
British to the firm return to mul- 
tilateralism in trade. Hence, the 
British are expected in the end to 
veer away from the preclusive 
trading, bilateral deals of the 
type typified by the Anglo-Ar- 
gentine agreement. It is possible 
that in the course of the next few 
months, there may be one or two 
more of these special two-way 
trades, projects started long be- 
fore the ABC meetings were 
scheduled. But— 


| funny one. 


| vision for the “Legislative Budg- 
et” the Congress already had 
taken the initial step. It wouldn’t 
be too much trouble, he thought, 
switching into either the “for- 
|mula flexibility” plan or the “au- 
|tomatic flexibility” plan for di- 
|recting revenues and expendi- 
| tures so as to maintain economic 
|stability forever and yea 10 presi- 
dential elections hence. 

Of course the professors prob- 
ably did not know that the Legis- 
lative Reorganization Act, in all 


|its material essentials including 
the “Legislative Budget” (this 
act itself was largely the inspira- 
| tion of other professors) has been 


1s quietly buried and Congress 
Every once in a while this town! jeans that it shall be neither 

puts on a rare farce, albeit a sub-| 

tle one, but none the less a very| ™©urned nor remembered. 

| (This column is intended to re- 
One such farce occurred at the | flect the “behind the scene” inter- 

end of last week when the mone-| pretation from the nation’s Capital 


tary subcommittee of the Con- TRE . 
gressional Joint Committee on the | ?"4 —— coy oe coincide with 
Economic Report, staged a hear-| the “Chronicle’s” own views.) 


ing especially to let a bunch of 


machine tool. On the other hand, 
cheaper sterling will not neces- 
sarily cheapen or necessarily 
make more attractive to Ameri- 
can buyers, the merchandise the 
British are selling. Undoubted- 
ly luxury shipments — textiles, 
china and leather, for.example, | 
will increase in volume. About 
motor cars and heavy goods, 
there is considerable doubt. The 
luxury items may make news 
but in dollar totals of trade, will 
not be greatly significant, it is 


said. 


* a 








“Britain has been put back on 

the Bretton Woods track.” 
co a ae 

Finally, as to details, there is 
uniform agreement among offi- 
cial observers that the primary 
effect which devaluation will 
have in narrowing Britain’s dol- 
lar gap is in reducing U. S. mer- 
chandise exports to the United 
Kingdom. Devaluation has an 


immediate and almost arithme- 
tic effect upon the British im- 
porter of dollar goods. In most 
eases he must put up 30% more 
in pounds to buy the American 


'professors unveil a report sonor-'| 
|ously entitled, “Federal Expendi-| 
| tures and Revenue Policy for Eco- | 
|nomic Stability,” and a subsidiary 
|report entitled, “Fiscal Policy in| 
ithe Near Future.” 

Chairman of the monetary sub-| 
|committee is Senator Paul Doug- 
las of Illinois, himself a fugitive | 
from a professor’s chair, and ob- 
| viously the only JEC subcommit-| 
|tee member who appeared to be 


‘impressed by the professors, even 
| though what they said in the rari-|| 10 Post Office Square, Boston 9, Mass. 
Telephone HUbbard 2-1998 Teletype BS 69 


fied generalities of the economist | ' 


Paper stocks: 
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Millers Falls Paper 

Eaton Paper 

Rising Paper 
Strathmore Paper 
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